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Responses to Staff's Exhibit "A"

AUSF Issues List

General Policy Issues

Qwest recognizes that the AUSF is an essential source

of funding that ensures that rural telecommunications

customers receive the supported telecommunications services

at reasonable rates In order for the AUSF to be

successful in fulfilling its stated purpose and to meet the

goal of enhancing competitive choice for telecommunications

customers throughout the State, there are a number of

general policies that must guide any amendment of the

Rules:

l. The AUSF should be restricted to supporting one

primary line per eligible telecommunications carrier

("ETC") per address and the supported services

should not be expanded beyond basic single-line

voice grade service. Since the primary purpose of

the AUSF is to provide basic access to the

telecommunications customers for whom cost-based

rates would result in a prohibitive cost of

telecommunications service, the financial assistance

provided by the fund should be limited to basic

single-line service needed to access basic

telecommunications service.

2. While the AUSF should be limited to voice services,

1
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Qwest has proposed a cost-effective strategy for

promoting ubiquitous broadband rollout with the FCC

Stated simply, Qwest's proposal outlines three

principles for supporting broadband deployment The

first principle is an emphasis on the importance of

universal access to broadband and on funding for

only one provider per unnerved broadband area to

achieve that goal The second principle requires an

evaluation of the specific demographics and needs of

unnerved households The third and final principle

is a delegation of authority to the states to

administer and manage this universal service program

with the use of a "winner take all" competitive

bidding process,1 whereby providers would compete

for a one time, fixed-cost grant to subsidize the

deployment of broadband in areas where it does not

exist

To implement these principles, Qwest proposes a

four-step process

i) The development of definitions for "broadband"

and an "unnerved area";

For` a seminal overview on "competition for the field," see
Demsetz, Why Regulate Utilities? ll J.L. & Bam. 55 (1968)
Dr. Patrick Xavier, What Rules for UNiversal Service in
NGN Environment', at 14, International Telecommunications
(competitive bidding "can generate incentives to contain costs, to
innovate, and to reveal the true cost of delivering universal service
thus minimizing [sic] the subsidy required.").

1 Harold
; see also

an IP-Enabled
Union (2006)

2
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The implementation of an effective

comprehensive broadband mapping program;

iii) The disbursement of the relevant funds on an

annual basis to be divided up by the states on

the basis of unnerved households; and

iv) A competitive bidding process conducted

annually by the states according to federal

criteria.

3. The size of the AUSF should be carefully monitored

to prevent uncontrollable growth.

achieved by supporting only a single line per

household per ETC, by only providing support for

rates that exceed the Commission-determined

This can best be

benchmark as discussed below, and by not expanding

Given thethe scope of the supported services.

focused nature of the help to be provided by the

AUSF, the Commission must ensure that the funds

collected for the AUSF are only the amount needed to

provide basic service to truly high-cost customers.

If the AUSF is structured in a way that provides

significantly more support than is needed for this

purpose, the other telecommunications customers of

the State will pay more than is necessary for the

telecommunications services they receive. The AUSF

3
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should be limited to only necessary funds A

benchmark that is set too low without recovery first

in local rates, will create an enormous and

unnecessarily burdensome state fund.

4. The source of the funding of the AUSF should be

based on a method that requires all carriers

operating and offering intrastate telecommunications

services in Arizona to contribute in an equitable

and non-discriminatory manner - it should be

sustainable and competitively and technologically

Carriers operating wire line, wireless, and

cable telephony should all contribute to the AUSF

(and potentially receive funds from it, as an

neutral |

I in aneligible telecommunications carrier [ETC])

equal manner. The contributions could be based on

total retail telecommunications intrastate revenue

To arbitrarily assess 50 percent of the collection

burden on traditional long distance carriers, as is

the case, is not a sustainable methodology, given

the massive reduction in long distance volumes that

presumably have resulted from wireless competition

If AUSF assessments apply to only some of those

services or to only some providers of those

services, the customers of those providers will be

disadvantaged and the providers will be placed at a

4
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significant competitive disadvantage The

Commission should therefore fund the AUSF in a

broad-based, competitively neutral manner so that

all intrastate customers and carriers contribute to

the Fund .

5. The AUSF process should focus initially on the

responsibility of carriers to recover the cost of

service from the end-user customer. At the present

time, rates for basic residential service and basic

A s abusiness services vary among providers.

starting point for the determination of the need for

and level of AUSF support, the Commission must

determine an appropriate level of cost to be borne

by the end-user customer. In high-cost areas,

appropriate to recover a portion of the additional

costs, as an increment to the statewide average

Pricing in this

manner allows the rate levels to better reflect the

rate, from the end-user customers

marketplace.

level of affordability and the high cost of service

as suggested by Qwest below.

6. ETCs should only be eligible for AUSF support to the

extent the rate for basic service in the high-cost

economic realities of providing service in high-cost

areas and provide the proper economic signals to the

The Commission should balance the

5
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area meets o r exceeds a Commission determined

affordability benchmark. Qwest recommends that the

benchmark rate be set at 125 percent of the weighted

average of all Arizona residence and business basic

charge.

carrier believes that its local rates are not

exchange rates plus the federal end-user line

Thus, in situations where a local exchange

compensatory, even though the rates meet or exceed

the Commission's affordability benchmark, the

the Commission

carrier should file an earnings investigation with

The Commission can then determine

whether the carrier should receive funding from the

AUSF to reduce what would otherwise be local rates

above the benchmark while also considering the level

of funding the carrier is receiving from the Federal

USF (FUSF) . In addition to providing the Commission

with a way to determine the compensability of local

rates, an earnings investigation will also provide

accountability and assist in preventing an

uncontrollable fund. The Commission's rules could

provide a simplified mechanism by which, under

outlined conditions, an ETC can make a simplified

filing of rate of return on fair value rate base,

which would be subject to Commission review. This

would avoid the considerable cost of preparing a

6
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full rate case by the carrier or review by the

Commission.

7. Any AUSF support determination should take into

account the FUSF high-cost fund monies available to

the carrier before administering any AUSF support 2

In order to assure that carriers receive needed cost

support but do not double recover costs of service,

it is appropriate that any AUSF provided be net of

any federal universal service funding related to the

end-user customer If the FUSF support to an ETC is

reduced, the carriers must first look to restructure

rates. To the extent that restructured rates exceed

the benchmark, an ETC would be eligible for

(additional) AUSF upon commission review of its

application.

8. The AUSF should be a uniform mechanism that treats

The purpose of

the AUSF is to ameliorate the cost of providing

rural and non-rural carriers alike.

service to high-cost customers Since the focus of

AUSF funding is high-cost customers, AUSF support

should be available to maintain affordable rates for

2 The calculation of AUSF should take into account federal USE from the
Rural High Cost fund, the Non-Rural High Cost Fund, and the Local
Switching Support Fund. These three funds directly offset the state
revenue requirements of carriers and should be considered in the
calculation of AUSF support. Other federal USE programs provide
offsets for interstate revenue requirements and/or revenues and do not
need to be considered in the calculation of AUSF.

7
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similarly situated customers in high-cost areas, for

any carrier serving those customers, regardless of

whether the carrier is large or small The identity

of the carrier providing service should not matter;

it is the identity of the customer as a high-cost

customer that should drive the eligibility for AUSF

support.

9. Qwest suggests that the support area should be the

wire center, which provides for targeted support

without adding undue complexity to the targeting

process or the administration of the fund.

10 There should be parity with regard to the

regulatory oversight of all ETCs. For example,

while Qwest does not believe that service quality

rules are necessary in a competitive marketplace and

that service quality rules developed to regulate

monopolists decades ago are unnecessary, if the

Commission maintains its service quality rules, they

should be applied equally to all ETCs' basic

universal service offerings for purposes of ETC

The competitivedesignation and obligations.

playing field must be level,

technology involved.

regardless of the

11 I Competition and technological changes are alive

and well in Arizona and the telecommunications

8
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la nds ca pe  ha s  cha nge d s ignifica ntly s ince  the

introduction of the  Te le com Act of 1996

His to rica lly, bus ine s s  line s  ha ve  p rovide d  a n

im p lic it  s u b s id y to  re s id e n tia l lin e s Howe ve r,

more  a nd more  bus ine s s  line s  a re  now be ing s e rve d by

compe titors  who a re  not re quire d to ma ke  e xpe ns ive

inve s tme nts  to s e rve  cus tome rs  in high cos t a re a s

Us ing one -time  US F dis tributions  is  one  wa y to  he lp

fund the  cos t of s e rving high cos t cus tome rs This

is  e s pe c ia lly importa nt for ILE Cs  who do not re ce ive

ongoing draws  from the  USE.

In  h igh  cos t s itua tions , one -time  US E

dis tribu tions  ma y be  us e d  to  e xte nd  f a b ilitie s

to  s e rve  pote ntia l cus tome rs  not pre s e ntly

re ce iving  s e rvice  a nd  fo r the  a me lio ra tion  o f

ina de qua te  s e rvice Norma lly, one -time  US F

dis tributions  would  not be  us e d  to  e xte nd

f a b ilitie s  to  s e rve  va ca tion  o r s e a s ona l

dwe llings  .

b. The  a dminis tra tive  re quire me nts  a s s ocia te d

with one -time  US F dis tributions  s hould be  ke pt

to  a  m in im um .

c . The  re quire me nt to  provide  line  e xte ns ion

a llowa nce s  fo r e nd  us e rs ,  a t d iffe re n t

compe ns a tory le ve ls  within  the  S ta te  of

9
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Arizona is yet another indication of the

Commissions inability to level the playing

field in an environment where market

conditions warrant certain levels of parity

Requiring Qwest to pay for the first $5,000

for line extension to an end user not

previously served at an address while

requiring a competitor or smaller LEC or rural

LEC to only pay a fraction of Qwest's

allowance for a similarly situated end user

does not appear to even resemble the parity

standards that Qwest is held to in other areas

of the business. Simply put, similarly

situated customers served by different

companies in different parts of the state

should pay similar amounts for line extension.

d. Unless otherwise ordered by the Commission, the

maximum one-time USE distribution should be no

more than a set amount. (For example for rate-

of-return regulated companies in Utah that

amount is no more that $10,000 per customer.)

10
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AUSF Issues List

Wha t s hould the  fund look like ?

a . The  fund should be  de s igne d a s  outline d a bove  in Qwe s t's  ge ne ra l
policy cons ide ra tions .

What revenues should be  assessed?

All intra s ta te  te le communica tions  s e rvice s ' re ve nue s  in AZ s hould be
a s se s se d. This  include s  wire line , wire le s s , ca ble  te le phony, a nd
inte rconne cte d VoIP  s e rvice s . If the  FCC move s  to a  numbe rs -ba se d
a sse ssme nt proce ss , the  AUS F should move  to a  s imila r ba s is . The
a sse ssme nt me thodology for both the  AUSF a nd the  FUSF should be
synchronize d be ca use  ma inta ining two diffe re nt ca lcula tions  in the
billing s ys te m for FUS F a nd AUS F is  a n unne ce s s a ry a dminis tra tive
burde n.

Wha t should the AUS F re porting re quire me nts  be ?

The  AUS F re ve nue  re porting re quire me nts  s hould mirror the  FCC's
re ve nue  re porting re quire me nts . Othe r re porting re quire me nts  a re
a lre a dy in pla ce  a nd do not re quire  e xpa ns ion.

Wha t should the  nlle s  be  for compa nie s  se rving high cos t a re a s?

a . The  rule s  should be  de s igne d a s  outline d a bove  in Qwe s t's  ge ne ra l
policy cons ide ra tions .

Should a ll ca rrie rs  be  trea ted the  same  rega rdle ss  of se rvice  a rea  or
technology used?

a .  Ye s .

Wha t re vis ions  to the  e xis ting AUS F rule s  should be  ma de ?

a . At this  time , Qwe s t is  not propos ing s pe cific rule  cha nge s .

S hould the  fund a llow upllont re cove ry of cons truction cos ts ?

4.

3.

7.

6.

5.

2.

1.

a.

a.

11
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The fund should allow up-front recovery for certain line extensions and
up-front recovery for limited costs in currently in-served areas (please
see the response to question la). While Qwest does not propose that
the AUSF provide any broadband funding, see Qwest's brief outline of
its broadband proposal for in-served areas which provides for up-front
recovery of broadband costs from a federal fund.

Should a  compa ny be  re quire d to me e t a  se t of crite ria  be fore  the y a re
a llowe d to obta in AUS F revenues  to compensa te  it for reductions  in access
revenues  re sulting from access  cha rge  re form?

Yes . See  the  proposed changes  above  conce rning a  benchmark ra te  and
e a rnings  inve s tiga tion.

S hould AUS F funding be  a va ila ble  to compe titive  e ligible
te le communica tions  ca rrie rs?

Ye s . CETCs  a re  e ligible  on the  ba s is  of one  line  pe r house hold in a re a s
tha t ha ve  be e n de te rmine d to be  high cos t for the  ILEC.

10. S hould AUS F funding be  provide d to compa nie s  tha t a re  not ce rtifie d a s
e ligible  te le communica tions  ca rrie rs ?

a . No .

11. Should companie s  be  required to file  a  ra te  ca se  to obta in AUS F revenues?

Companies should be subject to an earnings investigation through a rate
case or a more streamlined earnings review.

12. If a  ra te  ca se  is  not re quire d, wha t me thod should be  use d to de te rmine
whe the r a  compa ny should re ce ive AUS F pa yme nts?

A compa ny ne e ds  to de mons tra te  tha t it is  cha rging its  e nd use r
cus tomers  a t the  high cos t benchmark leve l and tha t its  e a rnings  a re
be low the  compa ny's  a uthorize d re turn through a  s implifie d e a rnings
inve s tiga tion.

13. Should the AUS F rule s  be  a me nde d to a llow for the  provis ion of te le phone
service  in unnerved or underse rved a reas?

9.

8.

a.

a.

a.

a.

a.
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AUS F should be  ma de  a va ila ble  through a  compe titive  bid proce s s  for
the  minimum support ne ce ssa ry to provide  se rvice  in the  unne rve d a re a .
The  winne r of the  compe titive  bid will e xclus ive ly re ce ive  AUS F in the
uns e e d a re a  a s  a n a id to cons truction, with no continuing s upport for
its  on-going ope ra tions  a fte r the  initia l cons truction. The  winning bid
mus t commit to s e rving the  a re a  for a  minimum of 10 ye a rs .

14. S hould the  AUS F rule s  be  a me nde d to a llow for ince ntive s  to compa nie s  to
the  provide  te lephone  se rvice  in unne rved or unde rse rved a reas?

a . Se e  the  re sponse  to 13 a bove .

15. S hould the  AUS F rule s  a s  propose d by ALE C A be  adopted?

a . No, a s  Qwe s t s ta te d in its  comme nts  in J uly of 2005.

16. S hould compe titive  bidding be  a  compone nt of AUS F imple me nta tion?

a . S e e  re sponse  to que s tion 13.

17. Should CLECs  ha ve  to prove  a  ne e d for AUS F revenues?

Only CETCs  s hould be  e ligible  for AUS F. Like  the  ETC, the  CETC is
only e ligible  for a  s ingle  line  pe r hous e hold a ddre s s . A cos t s howing
for CETCs  would re quire  ne w a nd comple x re gula tions  a nd a ccounting
proce dure s  for the  CETCs .

18. Wha t s e rvice s  should be  e ligible  for inclus ion in s e rvice s  supporte d by the
AUS F?

a . Only ba s ic loca l voice  s e rvice  s hould be  s upporte d by the  AUS F.

19. S hould AUS F pa yme nts  be  use d for line  e xte ns ions  a nd if so how should
e ligible  cos ts  be  de te rmine d?

a . Ye s , a s  discusse d a bove  in Qwe s t's  Ge ne ra l Policy Is sue s  a t #11 .

20. How s hould the AUS F surcharges  be  ca lcula ted?

a. Surcha rges  should be  ca lcula ted a s  a  pe rcentage . The  ca lcula tion
should be  the  projected fund requirement divided by the  tota l prob acted
intra s ta te  te le communica tions  re ve nue . This  ca lcula tion ca n be  done

a.

a.
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on a  qua rte rly or a nnua l ba s is . If a n AUS F re se rve  a mount is  re quire d,
the  re se rve  ca n be  fa ctore d into the  e qua tion, a s  we ll a s  a dminis tra tive
cos t re cove ry.

1 4
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Re s p o n s e s  to  S ta ffs  Exh ib it "B"

Upda te d  Ac c e s s  Cha rge  Que s tions

1. Do you believe that the Commission ought to restructure access charges?
Please explain your response.

Yes. Qwest supports  access reform, but the manner in which it is  a ccomplishe d is
ve ry important to the  ongoing hea lth of the  Te lecommunica tions  indus try. The  key to
reasonable  access  re fomr will be  to deve lop a  s tra tegy tha t is  both revenue  neutra l to the
ILE Cs  reducing access  ra te s , and compe titive ly neutra l and conceptua lly cons is tent with
the  current inte rs ta te  regime.

Ra te  re s tructuring will enhance  the  long-te rm hea lth of the  indus try in both the
long dis tance  and loca l a renas. Lowering switched access  ra tes  can promote  efficient
competition in the  long dis tance  market where  inordina te ly high access  ra tes  cause  some
customers to seek direct connections to toll carrie rs . That means those  customers
remaining on the  switched ne twork a re  disadvantaged by less  than optimum and e fficient
use  of the  ne twork. Further, shifting revenue  recovery to end users  on a  fla t-ra ted basis
more  accura te ly represents  the  costs  of providing loca l se rvice  and will encourage
competition in the  loca l se rvice  a rena .

Ra te  re s tructuring will reduce  a rbitrage  opportunitie s  and drive  marke t behavior
tha t enhances  e fficient competition. Providers  tha t offe r be tte r products  a t more  a ttractive
prices  will prosper, while  others  may not rea lize  the  same success . The  Commission and
othe r policy makers  should not prede te rmine  which pa rtie s  fa ll into which ca tegories  and
should not provide  any a rtificia l he lp by this  procedure .

2. What recommendation to the Commission would you make regarding how
intrastate access charges should be reformed?

Qwest ha s  made  s ignificant reductions  in its  intra s ta te  access  cha rges  ove r
se ve ra l ye a rs , the  la s t $12 million re duction occurring in 2006.

A s imila r pla n for CLECs  a nd s ma lle r ILE Cs  would a ls o be  a ppropria te .
Re s tructuring in tha t wa y will e ncoura ge  a ll pa rtie s  to focus  on the  is sue  of a cce s s
re form. The  FCC's  re form of inte rs ta te  a cce s s  cha rge s  a cte d to shift re ve nue s  from
usage  based charges  to inte rexchange  ca rrie rs  to cha rges  assessed directly to
cons ume rs . Through imple me nta tion ofthe  CALLS P la n, the  FCC took s te ps  to
re s tructure  inte rs ta te  access  by reducing inte rs ta te  access  to a  compos ite  ra te  for la rge r
price -ca ppe d ILE Cs  a nd imple me nting a n e nd-use r subscribe r line  cha rge . S imila r
move me nt by this  Commiss ion through a  re ve nue  ne utra l a cce s s  re s tructure  for sma ll
ILE Cs  a nd CLECs  would ce rta inly be  a  s te p in the  right dire ction towa rd a  more
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unifie d inte rca rrie r compe nsa tion re gime . The  pa rtie s  in this  docke t ma y ha ve
diffe re nt e qua tions  for re s tructuring ra te s . For e xa mple , Qwe s t ma y be  a ble  to re duce
switched access  ra te s  to FCC leve ls , and do so by increa s ing othe r se rvice  ra te s  or
e s ta blishing one  fla t ra te  cha rge . S ma lle r ILE Cs  ma y re quire  more  dra ma tic
re s tructuring in orde r to re duce  the ir intra s ta te  a cce ss  ra te s  to s imila r le ve ls . If the se
a djus tme nts  a re  e xtra ordina ry, the n the  impa ct should a lso be  cons ide re d in the
conte xt of unive rs a l s e rvice .

3. Would you recommend the Commission address both switched and special
access in an access charge reform proceeding" If your response is yes, please
explain.

There  is  no need to address  specia l access  in this  proceeding. Specia l Access  is
a lre a dy s ubje ct to compe titive  pricing a nd ma rke t force s  a nd is  price d e fficie ntly.

4. What is your current recommendation to the commission on how access
charges should be reformed?

Please  see  response  to number 2.

5. Please update your response to the questions and issues contained in the 12-3-
01 Procedural Order in Docket No. T-00000A-00-0672 to the extent you feel they
should be updated.

Qwest is  upda ting it's  re sponses  to the  ques tions  and is sues  conta ined in the
12-3-01 P roce dura l Orde r in Docke t No. T-00000A-00-0672 within the  re s pons e s  to
S ta ff' s  Exhibit B, Upda ted Access  Charges .

6. How would the FCC's proceeding to reform intercarrier compensation affect
the ACC's actions to reform intrastate access charges?

The  curre nt inte rca rrie r compe nsa tion docke t a t the  FCC ha s  be e n in pla ce
s ince  2001 , and continues  to rema in open. The re  a re  numerous  plans  which have
been placed be fore  the  FCC, and a  ple thora  of comments .

While  it is  unknown a t this  time  wha t a ction the  FCC will ta ke  a nd whe n the y
will ta ke  a ction, the  Commis s ion s hould cons ide r the  conce pts  of, a nd timing with,
the  curre ntly pe nding FCC Inte rca rrie r Compe ns a tion docke t be fore  fina lizing the
re form of intra s ta te  access  cha rges .
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7. Do you  be lieve  tha t the  ca rrie r common line  s witched  acces s  cha rges  ought to
e xis t?  P le a s e  p rovide  your ra tiona le  fo r your pos ition  on  th is  ma tte r.

The  Ca rrie r Common Line  portion of inte rs ta te  switche d a cce s s  wa s
e limina te d for la rge  ILE Cs  by the  FCC in the  CALLS pla n. Qwe s t re cormne nds  tha t
Arizona  follow the  FCC's  le a d in this  ma tte r a nd e limina te  the  CCL a s  ra te  e le me nt in
a  revenue  neutra l manne r, poss ibly in a  phased-in manne r.

8. Do you think that the notion of implicit subsidies ought to be a component of
any analysis that the Commission

No, the  ra te  re s tructuring propose d he re in doe s  not re ly on the  a s sumption tha t
a ny pa rticula r se rvice s  a re  subs idize d, nor doe s  it re ly on the  a s sumption of subs idie s ,
a s  me a sure d by a ny pa rticula r cos t a lloca tion me thodology.

9. Do you believe that the AUSF ought to pick up any revenue reduction that
may occur as a result of the reform of access charges? Please provide the
rationale for your response.

Incre a s ing loca l s e rvice  ra te s  is  the  mos t a ppropria te  wa y to re cove r the  los t
re ve nue  from the  re duction of switche d a cce s s  ra te s . Howe ve r, a  dra ma tic incre a se  in
those  ra tes  could cause  a  problem for some  ILE Cs because  the  increases  may be  too
dra ma tic, or ma y je opa rdize  unive rsa l s e rvice  obje ctive s . Qwe s t propose s  tha t if a n
access  cha rge  reduction would necess ita te  a  loca l se rvice  ra te  increase  above  a
Commis s ion de te rmine d s ta te  wide  a fforda bility be nchma rk, the n the  ILEC s hould be
give n a n opportunity to ma ke  up the  diffe re nce  from a  s ta te  unive rsa l s e rvice  fund,
a fte r a  re vie w of its  e a rnings .

10. If you believe that the AUSF ought to pick up any revenue reduction that
may occur as a result of the reform of access charges, what parameters would
you implement to determine what amount ought to be picked up by the AUSF?

The  Commiss ion should e s ta blish a  s ta te  wide  a fforda bility be nchma rk,
whe re by whe n a n ILEC is  force d to ra is e  its  loca l s e rvice  ra te s above tha t be nchma rk
tha t incre a s e  is  re pla ce d by a n a mount from the  s ta te  US F. Eligibility for the  s ta te
US F should be  de te rmine d by the  Commiss ion subse que nt to a  re vie w of the  e a rnings
of the  US F a pplica nt, including a ny Fe de ra l US F funding. This  re vie w would be
cons is te nt with Arizona  la w re ga rding pe riodic e a rnings  de te rmina tions .

11. How would you quantify the reductions? Please explain you response to
include items such as whether the AUSF amount would be based on current year
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switched access minutes, on current year access revenues, historical year access
minutes, historical year access minutes, etc.

Qwest contends that this portion of the docket is related to Phase 2, and is
therefore related to reductions by those carriers not included in Phase 1. Therefore,
Qwest is not submitting information regarding reductions by Qwest.

12. Provide an estimate of the effect on access revenues for your company if
access charges are reformed in the manner that you recommend to the
Commission.

Please  see  response  number 11.

13. For companies that provide access service, please provide the dollar amount
of revenues from intrastate switched access charges that you received by rate
element, by month, for the period July 1,2006 through June 30,2007.

Please  see  response  number 11.

14. For companies that purchase access service, please provide the dollar amount
of the payments for switched access charges that you made (by company, rate
element, and by month) for the period July 1,2006 through June 30,2006

Confidential Attachment A will be provided to the Commission Staff upon
suitable arrangements to maintain the confidentiality of the requested information.

15. Should additional considerations be taken into account when restructuring
and or setting access charges for small rural carriers? Please explain your
response.

To the  extent tha t the  reductions  in access  cha rges  would cause  the  loca l
se rvice  ra te  incre a se  to e xce e d the  s ta te  wide  a fforda bility be nchma rk, the  AUS F ma y
be  implica te d. In a ddition, the  incre a s e  in s ma ll rura l ILE Cs  a nd rura l CLECs  in
a rbitra ge  sche me s  should be  a n is sue  tha t the  Commiss ion is  a wa re  of whe n de ciding
wha t LECs  to include  in a cce s s  re form.

16. Please comment on any other issues you believe may be relevant to the
Commission's examination of intrastate access charges.

The re  ma y be  a  numbe r of compe titors  involve d in this  proce e ding pos turing
to ga in e conomic a dva nta ge s . The  Commiss ion should a pproa ch this  proce e ding, a t
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le a s t initia lly, with the  inte ntion of re s tructuring curre nt a cce s s  ra te s . Furthe r, the
Commis s ion should re cognize  the  va rious  re gula tory fra me works  unde r which ILE Cs
provide  both compe titive  a nd incre a s ingly more -compe titive  s e rvice  offe rings . For
example , Qwest's  access  se rvices  a re  subject to a  P rice  Cap P lan, whereas , othe r
ILE Cs  re ma in unde r ra te -ba se  ra te -of-re tum re gula tion.

The  te le communica tions  indus try is  ca pita l inte ns ive  a nd a ffe cte d by ma ny
re gula tory de cis ions . P a rt of the  unce rta inty confronte d by pote ntia l compe titors  is  the
pos s ibility of re gula tory cha nge s  tha t will unde rmine  a n indus try pa rticipa nt's  a bility
to re cove r the  cos ts  a s socia te d with its  inve s tme nts . Unpre dicta ble  re gula tory
a djus tme nts  introduce  unce rta inty a nd de la y inve s tme nt by compe titors . The
Commiss ion will be  mos t succe ss ful a ddre ss ing a cce ss  cha rge  re form in a  ma nne r tha t
promote s  compe tition by ta king dis tinct s te ps  in a  we ll-de fine d dire ction.

17. Are there other issues besides the rate restructuring and costing issues raised
herein that should be addressed by the Commission in this Docket"

Aga in, re s tructuring intra s ta te  a cce s s  is  one  vita l s te p towa rd the  goa l of
e s ta blishing a ppropria te  e conomic pricing for te le communica tion products  a nd
se rvice s , a nd de te rmining a  ra tiona l unive rsa l s e rvice  funding me cha nism if it is
re quire d.

The  Commiss ion should a dopt a n a cce ss  re s tructure  pla n tha t cle a rly move s
towa rd the  ove ra ll goa l of more  a ppropria te  e conomic pricing in ge ne ra l, a nd towa rd
the  goa l of e s ta blishing a n unifie d inte rca rrie r compe nsa tion re gime  for inte rs ta te
a cce ss , intra s ta te  a cce ss  a nd loca l inte rconne ction, more  spe cifica lly.

The  Commiss ion should cons ide r the  conce pts  of, a nd timing with, the
curre ntly pe nding FCC Inte rca rrie r Compe ns a tion docke t

18. Are there other State proceedings and/or decisions that you would
recommend the Commission examine in this docket? Please attach any relevant
State commission decisions to your comments.

Ye s  -- Qwe s t re comme nds  tha t re cove ry of the  a dminis tra tive  cos ts  a s socia te d
with the  Life line , Link-up, a nd Me dica lly Ne e dy progra ms  be  cons ide re d a s  pa rt of
this  docke t. Re cove ry of the  Life line  a nd Link-up a dminis tra tive  cos ts  through the
AUS F wa s  re comme nde d in S e ction B.4. of the  Indus try re port file d in Docke t No. T-
00000A-05-0380 on De ce mbe r 21, 2005. (S e e  Atta chme nt B).
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Qwes t a lso recommends  tha t the  is sues  re la ted to the  Gene ric P roceeding on
VNXX orde re d in De cis ions  No. 68820 be  include d in this  docke t. (S e e  Atta chme nt
C) .

19. One of the stated objectives of the Qwest Price Cap Plan was to achieve
parity between interstate and intrastate access charges. Is this something that
should be looked at by the Commission in this proceeding?

P a rity with FCC ra te s  should be  e xa mine d in this  proce s s .

20. Parties who desire that switched access charges be reformed often state that
switched access charges in general, and the CCL rate element in particular,
contain implicit subsidies. Do you agree with this statement? Please provide an
explanation of the rationale for your position, including any computations that
you might have made.

The  CCL ra te  e le me nt is  a  ce ntra l compone nt of the  ine fficie nt le ga cy ra te
s tructure  of intra s ta te  a cce ss . The  CCL is  ine fficie nt be ca use  it re cove rs  cos ts  tha t a re
fixe d through pe r-minute  cha rge s . An e fficie nt ra te  s tructure  would be  de s igne d so
tha t cos ts  a re  re cove re d in the  ma nne r in which the y a re  incurre d. Thus , the  cos ts
re cove re d through the  CCL would more  a ppropria te ly be  re cove re d through a  fia t-ra te
pe r-line  cha rge  to e nd use rs . Furthe r, the  CCL is  not sus ta ina ble  a s  pa cke t ne tworks
grow a nd e ve ntua lly re pla ce  circuit s witche d ne tworks . Qwe s t ha s  e limina te d the
CCL from its  Arizona  intra s ta te  a cce s s  ra te  s tructure .

21. Do  you  be lie ve  tha t the  Commis s ion  s hou ld  qua n tify implic it s ubs id ie s :

a . At a ll?
b . As  pa rt o f th is  p roc e e d ing?
c . As  pa rt o f p roc e e d ings  tha t a ddre s s  e a c h  c a rrie r ind ividua lly?

Please  see  response  to Question 8.

22. If you  be lie ve  tha t the  Commis s ion  s hou ld  qua n tify imp lic it s ubs id ie s , wha t is
the  appropria te  cos t s tanda rd  to  be  us ed  to  de te rmine  whe the r acces s  cha rges
a re  fre e  o f implic it s ubs id ie s ?

Please  see  response  to Question 8.

23. What issues do you believe should be addressed in a proceeding to determine
whether and to what extent intrastate access charges ought to be reformed?
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Please  see  response  to number 17.

24. Do you believe that there is a difference in the costs of providing interstate
switched access service versus intrastate-switched access service" In your
response, please include a description of how costs are defined in your response
and how those costs relate to costs allocated to the intrastate jurisdiction under
the FCC's current rules.

Because  inte rs ta te  and intra s ta te  switched access  both pe rform the  same
functions  and use  the  same  equipment, it is  Qwes t's  be lie f tha t the  cos ts  of inte rs ta te
a cce ss  se rvice  would be  ve ry s imila r to the  cos t of intra s ta te  switche d a cce ss  se rvice .

25. Should the Commission address CLEC access charges as part of this Docket?

Ye s , a ll s e gme nts  of the  indus try should be  include d in a cce ss  re fonn.
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At tached is the Report  and Recommendat ions o f the Arizona Eligible

Telecommunications Carriers ("ETCs") on Lifeline and Link-Up. In Decision No.

67941, the Arizona Corporation Commission ("Commission") ordered all Arizona ETCs

to meet with the Department of Economic Security ("DES") within 30 days of the

Decision's effective date and to docket a report to the Commission within 6 months

containing a report and recommendations on the following issues: 1) whether the

development of an electronic interface for Lifeline verification and certification would

be beneficial in Arizona, 2) how other states' on-line electronic interfaces operate,

3) whether such interfaces have had an impact on subscribership rates in these other

states, 4) cost recovery options to cover the costs of an on~line interface of this nature,

5) whether centralized administration by DES of all ETC end-user assistance programs
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Report and Recommendations of the Arizona Eligible Telecommunications Carriers on
Lifeline and Link-Up Issues

On April 29, 2004, the  Fede ra l Communica tions  Commiss ion ("FCC") issued its  "Report

a nd Orde r a nd Furthe r Notice  of P ropos e d Rule ma ldng." FCC 04-87 ("FCC Life line  Orde r").

The  FCC Life line  Orde r expanded the  fede ra l de fault e ligibility crite ria  for the  Life line  and Link-

Up te le phone  a s s is ta nce  progra ms  to include  the  Te mpora ry As s is ta nce  to Ne e dy Fa milie s

progra m  ("TANF") a nd the  Na tiona l S chool Lunch progra m  ("NS L"). Additiona lly, the  FCC

e xpa nde d the  e ligibility crite ria  to include  house holds  whose  s ize  a nd income  le ve l wa s  a t or

be low 135% of the  Fe de ra l P ove rty Guide line s . The  FCC Life line  Orde r a lso introduce d ne w

requirements  for ce rtifica tion and annua l ve rifica tion of qua lifica tion on the  pa rt of a ll s ta te s  and

e mpha s ize d the  continue d ne e d for outre a ch to individua ls  like ly to qua lify for the  Life line  a nd

Link-Up progra ms . The  FCC ba s e d its  Life line  Orde r upon re comme nda tions  in the  April 2,

2003 decision of the  Federa l~Sta te  Joint Board on Universa l Service .

On June 21, 2005, the Arizona Corporation Commission ("Comnlission") adopted the

FCC's expansion of Lifeline and Link-Up eligibility criteria in Decision No. 67941 ("Decision").

The Decision required all Eligible Telecommunications Carriers ("ETCs") to meet with the

Arizona Department of Economic Security ("DES") within 30 days of the Decision's effective

date and to docket within six months a report to the Commission with recommendations on the

following: (l) whether the development of an electronic interface for Lifeline verification and

certification would be beneficial in Arizona, (2) how other states' on-line electronic interfaces

operate, (3) whether such interfaces have had an impact on subscribership rates in these other

states, (4) cost recovery options to cover the Costs of an on-line interface of this nature,

(5) whether centralized administration by DES of all ETC end-user assistance programs would

be beneficial, and (6) outreach programs that should be implemented to increase subscribership

in Arizona. i

1 The Decision also required that ETCs should (1) amend the Lifeline and Link-Up provisions in their
tariff to reflect compliance with the Lifeline Order, (2) docket updated tariff pages within 60 days from
the effective date of the Decision for review and approval by the Utilities Division, and (3) docket~a
report with the Commission within 12 months from the effective date of the Decision which discusses the

I
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To comply with the  re quire me nts  of the  De cis ion, a  te a m of Arizona  ETCs (the  "Te a m")

m e t re gula rly from  m id-J uly through m id-De ce m be r. Re pre s e nta tive s  from Arizona  DES -

Com m unity S e rv ic e s  Adm in is tra tion  ("DE S -CS A") a nd  Ariz ona  DE s -F a m ily As s is ta nc e

Adminis tra tion ("DES -FAA") a lso pa rticipa te d in those  me e tings . In a ddition, re pre se nta tive s

from the  Commiss ion S ta ff a nd the  Arizona  Community Action Associa tion ("ACAA") me t with

the Team to answer questions and to offer suggestions. (S e e  Exhib it A for a  lis t o f Te a m

members, participants, and meeting dates.)

The Team determined their overall objective was to develop a» plan to increase enrollment

of qua lifie d individua ls  in the  Arizona  Life line  progra m . Approxima te ly 60,000 house holds

currently rece ive  Life line  discounts  through the  ETCs represented on the  Team, of these , roughly

50,000 re ce ive  Enha nce d Life line 2 discounts . Although the  Te a m  a gre e s  tha t a utom a tic

a ccomplishenrollment appears to be the single most effective means to its objective, the

Decision's new eligibility criteria, centralized agencies, and electronic interfaces should also

contribute to the Team's objective to increase Lifeline enrollment.

The  Te a m propose s  the  following two-pha se  Life line  e nrollme nt progra m. Additiona lly,

a  report on the  six a reas of inte rest identified by the  Decision is  summarized be low.

A. Th e  Two -P h as e  Life lin e  En ro llmen t P ro g ram

I

The  propose d hybrid progra m incorpora te s  a utoma tic e nrollme nt, whe re  fe a s ible , with

tra ditiona l s e lf-ce rtifica tion e nrollme nt for thos e  individua ls  qua lifying for Life line  ba s e d on

participa tion in programs tha t a re  not currently administe red by a  centra lized agency.

E
I

carriers' outreach programs utilizing the new FCC guidelines and their impact on subscribership levels.
These additional requirements, however, are outside the scope of this report.

2 Enhanced Lifeline (sometimes called Tribal Lifeline or Tier Four Support) provides qualifying residents ,
of Native Americanlndian and Alaska Native tribal communities additional support under the Lifeline
Assistance Program and Link-Up America. Lifeline provides discounts on monthly service for qualified
telephone subscribers ranging from $8.25 to $10.00 per month, depending upon the applicable state
provisions. Link-Up helps qualified low-income consumers pay the initial costs for commencing service
by offsetting one-half of the initial hook-up fee, up to $30.00. Enhanced Lifeline supplies further
assistance up to an additional $25.00 in monthly Lifeline support an dup to an additional $70.00 in Link-
Up support.
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P ha s e  I: Enga ge  DES ~FAA to a utoma tica lly e nroll individua ls  in Arizona  Life line , a s

we ll a s  Triba l Lwline ,3 a nd ha ve  ETCs  pa rticipa te  in coope ra tive outreach programs  tha t ta rge t

ACAA of ices.

DES -FAA curre ntly a dminis te rs  thre e  Life line  a nd Link-Up qua lifying progra ms : Food

S ta m ps ,  TANF , a nd  Arizona  He a lth .Care Cos t Conta inm e nt S ys te m  (Title  19  Me dica id)

("AHCCCS ").4 DES -F AA e s tim a te s  tha t the re  is  a n  unduplica te d  ca s e loa d  o f 432 ,559

hous e holds  e nrolle d in the s e  thre e  progra ms , which is  a pproxima te ly 77% of Arizona ns  who

qua lify for Arizona  Life line . S ince  DES -FAA is  a lre a dy working with the  ma jority of those  who

qua lify for Life line , DES -FAA is  in the  be s t pos ition to a utoma tica lly e nroll the s e  individua ls

into Life line .

It is  the  Team's  unde rs tanding tha t DES -FAA can modify its  current applica tion for Food

S ta m ps , TANF, a nd AHCCCS  to  inc lude  a  s pe c ific  que s tion a bout Arizona  Life line . The

a pplica tion would a s k a pplica nts  to indica te : (1) if the y would like  to e nroll in Life line , (2) to

ide ntify the ir curre nt ETC, a nd (3) to a uthorize  the  re le a se  of the ir informa tion to the ir chose n

ETC. Informa tion from the se  ne w e nrolle e s  would be  ca pture d by DES -FAA ca se worke rs  a nd

the n e le ctronica lly tra ns mitte d to the  ETC ide ntifie d by the  a pplica nt on a  we e dy ba s is . It is

a nticipa te d tha t through this  proce ss  a s  ma ny a s  400,000 ne w house holds  could be  e nrolle d in

Arizona  Life line  ove r the  course  of a  ye a r, a  subs ta ntia l incre a se  in toda y's  e nrollme nt. It could

re sult in a n incre a se  of ove r $38 million dolla rs  in fe de ra l funding coming into the  s ta te  ($8.00

per month x 12 months x 400,000 households).

Although this  're pre se nts  a  s ignifica nt incre a se  in the  numbe r of house holds  curre ntly

e nrolle d in Arizona  Life line , the  2000 De ce nnia l Ce nsus  re ports  a  tota l of 1,189,431 pe rsons  a t

I

3 There are several tribal-owned ETCs, not under the jurisdiction of the ACC, who provide Lifeline and
Link-Up assistance. These ETCs should also benefit from the implementation of Phase I.

4 Different agencies of federal and state government administer the other qualifying programs. For
example, the Department of Education administers the NSL program, the Social Security Administration
administersSupplemenWl Security Income ("SSI"), the Department of Housing and Urban Development
administers Federal Public Housing, the Arizona Community Action Network administers Low-Income
Home Energy Assistance Program ("LIHEAP"), and AI-ICCCS determines eligibility for Title 21
Medicaid ("KidsCare").

I
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or be low 150% of the  pove rty leve l in Arizoha .5 An additiona l 491,445 may be  e ligible  based on

the  KidsCare  program, which qua lifie s  individua ls  a t 200% of the  pove rty leve l. These  s ta tis tics

incre a se  the  numbe r of pote ntia lly qua lifie d pe rsons  up to 1,680,876. Assuming a n a ve ra ge

household s ize  of three  pe rsons  pe r household, this  transla te s  to a  potentia l increase  of 560,292

qua lified households in Arizona . Taking into conside ra tion the  unduplica ted ca se load of 432,559

via  a utom a tic  e nrollm e nt with  DES -FAA, this  s till le a ve s  a pproxim a te ly 127,733 (23%) of

qua lified households  who need anothe r way of enrolling in Arizona  Life line .

The  re m a ining 23% would continue  to s e lf-ce rtify for Arizona  Life line  us ing a  pa pe r

a pplica tion jus t a s  the y do toda y. To a ddre ss  the  ga p by a utoma tic e nrollme nt, a ll ETCs  will

pa rtic ipa te  in coope ra tive  outre a ch progra ms  to re a ch a nd e nroll the  re ma ining 23%. The

coope ra tive  outre a ch progra ms  will ta rge t ACAA office s  whe re  individua ls  a pply for LIHEAP ,

a s  we ll a s  a ny othe r public office s  ide ntifie d a s  loca tions  whe re  those  who qua lify for Life line

might be  reached and made aware  of the  applica tion process.

Enga ging  DES -F AA to  a u tom a tica lly e nro ll a pproxim a te ly 77% of Arizona ns  in to

Life line  is  a  re la tive ly s tra ightforwa rd proce ss  tha t ca n be  a ccomplishe d in the  ve ry ne a r te rm,

provide d tha t funding for a dminis tra tive  cos ts  is  ma de  a va ila ble  to do so. (S e e  Re port be low a t

issue  4 for funding options .)

As s um ing tha t the  Com m is s ion  proce e ds  with  P ha s e  I a nd  a ppropria te  funding  is

ava ilable , the  Team recommends the  Commiss ion appoint a  s tanding subgroup to work through

the  p rog ra m m ing  a nd  im p le m e n ta tion  de ta ils  a s s oc ia te d  with  the  DE S -F AA a u tom a tic

enrollment program and the  coope ra tive  outreach plan. The  subgroup should be  re sponsible  for

evalua ting the  success of Phase  I and report the  results  to the  Commission with recommendations

before  Phase  ll is  implemented.

De pa rtme nt of Re ve nue  to include  Arizona  Lurline  Ce rtifica tion whe n s e nding the  ta x re turns  of

P h a s e  II:

5 Decision No. 675941 established the Arizona income-level criteria at 150% of the federal poverty level
instead of the FCC's 135%.
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4 Afte r eva lua tion of outcomes rea lized in P hase  I, new and innova tive  outreach s tra tegie s

a nd ma te ria ls  should be  de ve lope d to re a ch individua ls  not e nrolle d during P ha se  I. Worldng

with the  ACAA will be  necessa ry to identify new ways  to outreach.

In addition to deve loping new outreach s tra tegie s , the  Team recommends pa rtne ring with

the  Arizona  De pa rtme nt of Re ve nue  to ide ntify qua lifying hous e holds  ba s e d on the ir a nnua l

Arizona  Income  Ta x filing. Us ing ta x re cords , it might be  poss ible  for the  Arizona  De pa rtme nt

of Re ve nue  to ide ntify Arizona  house holds  whose  s ize  (numbe r of de pe nde nts ) a nd house hold

incom e  is  a t or be low 150% of the  Fe de ra l P ove rty Guide line s . The  Arizona  De pa rtm e nt of

Re ve nue  could the n ma il the se  individua ls  a n "Arizona  Life line  Ce rtifica tion form," which the y

could the n forwa rd to the  ETC providing the ir phone  se rvice .6 (S e e  Exhibit Boor a  s imila r form

us e d by North Da kota  for Life line  e nrollm e nt.) The s e  e fforts ,  com bine d Mth the  a utom a tic

enrollment implemented in P hase  I, could s ignificantly improve  Life line  enrollment in Arizona .

B. Discussion on Six Areas of Interest

Pursuant to the Decision, the Team submits the following report addressing the six issues

of interest set forth in the Decision, which supports the Team's recommendations above.

(1) Whether the development of an electronic interface for Lifeline
verification and certification would be beneficial in Arizona.

The  Team be lieves  tha t an e lectronic inte rface  be tween DES -FAA and the  va rious  ETCs

is  necessa ry to facilita te  enrolling the  la rge  number of households  qua lifying for Arizona  Life line

e a ch month. Although s pe cific  de ta ils  to imple me nt the  progra m ha ve  ye t to be  worke d out,

informa tion on qua lifie d a pplica nts  could be  e le ctronica lly tra ns fe rre d from DES -FAA to the

a pplica nt's  curre nt ETC, the re by fa cilita ting a utoma tic e nrollme nt in Life line ?  DES -FAA ha s

provide d a  high-le ve l e s tima te  for the  de ve lopme nt a nd ma inte na nce  of s uch a n e nrollme nt

progra m (se e  Exhibit C). Ba se d on the  Te a m's  high-le ve l discuss ion of sys te m re quire me nts ,

6 It should be noted that Phase II of the team's recommendation has not been discussed with any
representatives of the Arizona Department of Revenue and would require further exploration and
negotiation between the appropriate parties.

7 Applicants without current telephone service would not be automatically enrolled but would be provided
information on Lifeline and Link-Up programs.
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DES-FAA has estimated an initial programming cost of $27,558 and an annual cost of $325,300

to determine eligibility status. The foregoing estimate of ongoing costs is based on a monthly

application rate of 90,000, which may vary, and assumes that DES-FAA would only handle

notification of eligibility status. Cost recovery options are addressed later in this report.

Although a n e le ctronic a nd online  a pplica tion for individua l consume r e nrollme nt wa s

discusse d, the  Te a m be lie ve s  tha t such a n a pplica tion would not ha ve  a  s ignifica nt impa ct on

increasing enrollment because  Life line  benefits  low-income consumers  who may be  le ss  like ly to

have  easy access to online  resources.

comple tion of Phase  I.

Howe ve r, this  pre mise  should be  re -e xa mine d a fte r the

The  Team a lso conside red an e lectronic inte rface  with a  centra lized da tabase  conta ining

a ll qua lifie d a pplica nts  in the  s ta te . An e le ctronic inte rfa ce  such a s  this  would a llow individua l

ETCs  to e a s ily ve rify cus tome r e nrollme nt in Life line . The Team, however, decided that a

single database containing all qualified individuals in the state was cost prohibitive.

(2 )

The  Te a m e xa mine d a utoma tic e nrollme nt progra ms  for Life line  a nd Link-Up curre ntly

ope ra ting in four of the  s ix s ta te s  ide ntifie d in the  FCC Life line  Orde r. The  inve s tiga tion found

tha t e a ch of the  four s ta te 's  a utoma tic e nrollme nt sys te ms  ope ra te s  diffe re ntly, including the

inte rface , e lectronic or othe rwise , be tween the  te lecommunica tions  companie s  and the  re levant

s ta te  we lfa re  a ge ncie s . Be low is  a  short summa ry of four s ta te s ' a utoma tic e nrollme nt sys te ms

and inte rfaces. For a  more  de ta iled discussion on each sta te 's  system, see  Exhibit D.

How other states' on-line electronic interfaces operate.

In Ma s s a chus e tts ,  the  De pa rtm e nt its  pub lic

ass is tance  applica tion to include  a  box tha t the  applicant can check to rece ive  Life line  and Link-

of Tra ns itiona l As s is ta nce  m odifie d

Up d is counts  a nd  to  re le a s e  the  a pplica n t's  in form a tion  to  the  te le phone  com pa nie s  for

enrollment purposes . Once  checked, the  agency e lectronica lly sends  the  applicant's  informa tion

to the  te le phone  compa nie s . The  te le phone  compa nie s  the n compa re  this  informa tion a ga ins t

the ir own customer records and enroll only the ir customers  found on the  information lis t.

6
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In Nevada , the  S ta te  We lfa re  Depa rtment e lectronica lly sends  a  report twice  a  yea r with

na me s  a nd a ddre s se s  of those  pe rsons  who a re  e nrolle d in public a s s is ta nce  progra ms  tithe

te le phone  compa nie s . This  informa tion is  e -ma ile d to the  a ppropria te  ETCs ba se d on zip code

a nd te le phone  numbe r. The  com pa nie s  re v ie w the  re port for two purpos e s : (1) to  e nro ll

cus tome rs  who ha ve  be come  e ligible  for the s e  dis counts ; a nd (2) to ve rify tha t the ir curre nt

Life line  and Link-Up cus tomers  rema in e ligible .

In  Ne w Yo rk ,  t h e  O ffic e  o f Te m p o ra ry  a n d  Dis a b ilit y  As s is t a n c e  ( "O TDA")

e lectronica lly sends  a  lis t of individua ls  who a re  e ligible  for Life line  to the  te lephone  companie s

in J uly and December of each yea r. These  individua ls  a re  current OTDA clients  rece iving public

assistance. The  te le phone  com pa nie s  the n  com pa re  the  O TDA c lie n t lis t with  the ir own

customer base . The  te le phone  compa nie s  notify the ir e ligible  cus tome rs  by le tte r s ta ting tha t

they will begin to rece ive  the  Life line  discount unless  the  customer objects  within 30 days.

When Texas  firs t adopted an automatic enrollment program, it was  s imila r to the  current

progra ms  in Ma ssa chuse tts  a nd Ne va da . In 2003, the Texas  Commiss ion crea ted a  third-pa rty

a dm inis tra tor,  the  Low Incom e  Dis count Adm inis tra tor ("LIDA"). Ea ch month, the  Te xa s

Huma n a nd He a lth S e rvice s  De pa rtme nt se nds  LIDA its  da ta ba se  of consume r na me s  tha t a re

e nrolle d in public a ss is ta nce  progra ms  a nd the  te le phone  compa nie s  a lso se nd the ir cus tome r

database. LIDA the n compa re s  the se  two da ta ba se s  a ga ins t e a ch othe r to de te rmine  who is

e ligible  to re ce ive  Life line  a nd Link-Up dis counts  (but not curre ntly e nrolle d) a nd who ha s

be come  ine ligible  to re ce ive  the se  discounts . LIDA cre a te s  a  lis t of the se  e ligible  or ine ligible

customers and sends it to each te lephone company through secured e lectronic mail.

The  Te a m be lie ve s  tha t a  combina tion of the  me thods  a bove  would be s t se rve  Arizona

consume rs  imme dia te ly. This  include s : (l) modifying DES ' a pplica tion to include  Life line  a nd

Link-Up e nrollme nt; (2) ha ving DES  compile  the  lis t of qua lifie d a pplica nts  a nd continue  to

ve rify the  e ligibility of the  a pplica nts ; a nd (3) ha ving DES  e le ctronica lly s e nd the  lis t to the

ETCs on a  weekly basis .
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(3) Whether such interfaces have had an impact on subscn'bership rates
in these other states.

factors work together

programs and criteria, automatic enrollment, electronic interfaces, third-party administrators,

Although the  a ns we r to this  que s tion s e e ms  intuitive , it is  difficult to is ola te  a  s ingle

factor, such a s  e lectronic inte rfaces , to credit having an impact on subscribe rship ra te s . Multiple

to the  num be r o f e lig ib ilityincrease subscribership rates, including

outreach efforts, and so on.

For example, automatic enrollment and electronic interfaces have made a significant

impact on enrollment in Texas and New York. In Texas, telephone companies are required to

tile annual reports quantifying how many customers receive Lifeline and Link-Up discounts.

After informally analyzing enrollment rates, a Texas Commission staff attorney concluded that

enrollment increased approximately 30-35% in 2000 when Texas implemented automatic

enrollment with an electronic interface. In 2004, Texas formed a third-party administrator and

3

tha t same year Life line  enrollment increased another 35% and Link~Up increased 43%.

In Ne w York, pe ne tra tion ra te s  incre a s e d 35-40% with the  introduction of a utom a tic

enrollment and e lectronic inte rfaces . However, while  pene tra tion among low-income  households

initia lly incre a se d with the  introduction of the se  fa ctors , it subse que ntly fe ll a s  fe we r fa milie s

qua lifie d. (S e e  Exhibit E, te s timony of Dr. Trudi J . Re nwick, P h.D. for the  P ublic Utility La w

P roje ct). Dr. Re nwick re comme nde d tha t the  numbe r of qua lifying progra ms must be  incre a se d

to e xpa nd Life line  a nd Link-Up e nrollme nt e ve n furthe r. The  Commiss ion ha s  a lre a dy a dde d

seve ra l qua lifying programs, such a s  TANF, NS L, KidsCare , and income  leve l, a s  new e ligibility

crite ria  for Arizona  Life line .

i
i

i
(4) Cost recovery options to cover the costs of an on-line interface of this

nature.

DES -FAA's  pa rticipa tion in the  Te a m's  me e tings  ha s  be e n ve ry ins trume nta l a nd it is

willing to imple me nt me a s ure s  tha t will bring Life line  a nd Link-Up s e rvice s  to more  Arizona

residents . However, a s  may be  expected, the re  a re  costs  associa ted with implementa tion and the

on-going a dminis tra tion. The  initia l s ta r-upcos ts  for P ha se  I a re  e xpe cte d to be  a pproxima te lyI
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$27,558. The ongoing administrative costs of automatic enrollment for all ETCs are estimated to

be at least $325,300 per year (see Exhibit C for more detailed cost analysis). The costs

associated with Phase II are undetermined at this juncture and will require further analysis.

The Team considered several options for defraying the administrative costs of Phase I

and concluded that funding from the Arizona Universal Service Fund ("AUSF") should be

considered. The AUSF mechanism could be utilized to reimburse DES and/or the ETCs for

administrative costs incurred in administering Phase I. This mechanism includes prescribed

surcharges for obtaining the necessary funds and a fund administrator to oversee collection and

disbursement. At present, the fund administrator is the National Exchange Carrier Association

("NECA"). In i ts current form, the Commission's AUSF rule prescribes three types of

surcharges. Local telephone companies are assessed a flat monthly fee per access line, and toll

providers are assessed a percentage of intrastate revenues. Both kinds of providers may, in tum,

pass through their assessments to their subscribers. Similarly, a flat monthly charge is levied

against wireless carriers' interconnecting trunks.

The three AUSF surcharges prov ide a fair and economical way of  covering the

administrative costs of Phase 1. First, both wireline and wireless telephone subscribers benefit by

adding more customers to the public switched network and keeping existing customers on the

network. A larger network benefits all subscribers because they are able to reach and be reached

by a larger number of persons. Second, the surcharges are broad-based. Because the surcharges

are broadly applied to all classes of telephone users, there are few opportunities for users to

escape paying the surcharges by subscribing to substitute services that are not assessed. Third,

financing Phase I administrative costs using the AUSF surcharges will add little to NECA's

current costs to administer the Md. DES and the ETCs would be able to submit to NECA proof

of the costs they have incurred, and after reviewing those submissions, NECA could factor the

associated costs into the size of the fund.

The Team considered and rejected several alternatives to using the current AUSF

mechanism as a means of financing Phase I expenditures. One undesirable alternative is to

:
I

I

I
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subsume  P hase  I cos ts  into the  ETCs ove ra ll cos t of doing business  in Arizona . This  a lte rna tive

hide s  P ha s e  I cos ts  from cons ume rs . Abs orbing P ha s e  I cos ts  will force  ETCs  to  a tte m pt

recove ry throughout the  full a rray of the ir products  and se rvice s , and the  ETCs ' subscribe rs  will

be  una wa re  of the  e xte nt to which the ir individua l purcha se s  a re  burde ne d by P ha se  I cos ts .

Should an ETC be  unable  to obta in comple te  recovery throughout its  price  schedules  and ta riffs ,

then its  shareholders  and owners will unfa irly bear a  disproportiona te  burden of Phase  I costs .

Anothe r option the  Te a m re je cte d is  to fina nce  P ha se  I cos ts  by le vying a  surcha rge  on

customers ' bills  separa te  and apart from the  current AUSF surcharge . This  approach has  a t least

two disadvantages  a s  compared to re lying upon the  exis ting AUSF mechanism. Firs t, if adopted,

it will furthe r com plica te  cons um e rs ' bills  by a dding ye t a nothe r s urcha rge . As  is  wid e ly

acknowledged, consumers  frequently compla in the ir te lephone  bills  a re  a lready too complica ted

for the m to unde rs ta nd. S e cond, ETCs  would incur a dditiona l a dminis tra tive  cos ts  a s socia te d

with se tting up, billing, colle cting a nd ke e ping tra ck of a nothe r surcha rge , a nd the  Commiss ion

would have  to dedica te  resources to review the  reasonableness  and monitoring the  applica tion of

a  new surcharge .

The  Team a lso conside red seeking legis la tion to finance  the  Phase  I costs  shoulde red by

DES . S uch le gis la tion, howe ve r, m ight introduce  a  ne w ta x or it m ight re quire  DES  to ge t

spe cia l budge ta ry a uthority to obta in funding through ge ne ra l ta x re ve nue s . Introducing a  ne w

ta x ha s  ma ny of the  sa me  obje ctions  a s  e s ta blishing a  ne w te le phone  surcha rge , if not more .

G iv ing  s om e  la nd  of s pe c ia l budge ta ry pre fe re nce  to  funding  DES ' Life line  a nd  Link-Up

a ctivitie s  ma y je opa rdize  DES ' othe r vita l functions . More ove r, the  le gis la tive  a pproa ch is  full

of unce rta intie s  and opportunitie s  for de lay. This  me thod of financing was, the re fore , re jected by

the  Team.

In  th e  e n d ,  th e  s ig n ific a n t a d v a n ta g e  in  u s in g  th e  AUS F  m e c h a n is m  is  th a t th e

Commission has  the  authority to issue  an orde r a llowing immedia te  recovery through the  AUS F.

The  rule s  gove rning AUS F funding a re  broa d in na ture . (A.A.C. R14-2-1201 e t s e q.) For

e xa mple , A.A.C. R14-2-1203 broa dly s ta te s  tha t re que s ts  for AUS F funding should include  a

i

i

I
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"s ta te me nt de scribing the  ne e d for such funding." Allowing imme dia te  cos t re cove ry through

the  AUSF avoids the  de lay and uncerta inty associa ted with seeking legisla tion and e limina tes the

need for a  new and sepa ra te  surcha rge  or re tention of anothe r fund adminis tra tor. Furthe rmore ,

Arizona  would not be  the  firs t s ta te  to fina nce  the  cos t of a dminis te ring te le phone  a s s is ta nce

pla ns  us ing a  s ta te  unive rsa l se rvice  fund. As  note d in Exhibit D, the  Te xa s  Unive rsa l S e rvice

.Fund fina nce s  both the  Life line  a nd Link-Up discounts  a nd the  a dminis tra tive  cos ts  of a  third-

party administrator.

(5 ) Whether centralized administration by DES of all ETC end-user
assistance programs would be beneficial.

While  centra lized adminis tra tion of a ll end-use r programs is  idea l, no agency in the  S ta te

of Arizona  is  curre ntly in a  pos ition to sole ly fulfill tha t role . As  discusse d e a rlie r in this  re port,

DES -F A.A is  in  a  pos ition  to  ha nd le which s e rvecentralized administration of programs,

a pproxima te ly 77% of those  qua lifying for Arizona  Life line . DES -FAA is  in the  be s t pos ition of

e xis ting  a ge nc ie s  to  incorpora te  a u tom a tic  e nro llm e nt-the  s ingle  m os t e ffe c tive  tool for

increas ing pa rticipa tion in the  Arizona  Life line  program.

(6) Outreach programs that
subscribership in Arizona.

should be implemented to increase

1

I

Im ple m e nting a utom a tic  e nrollm e nt for pa rtic ipa nts  in  AHCCCS , TANF, a nd Food

S ta m ps  provide s  a utom a tic  a nd im m e dia te  outre a ch to  the  e s tim a te d 77% of hous e holds

qua lifying for Arizona  Life line .

In orde r to provide  e ffective  outreach to the  additiona l 23% of qua lifying households , the

Te a m re comme nds  a  coope ra tive  outre a ch ca mpa ign tha t ta rge ts  the  low-income  community,

including ACAA office s  whe re  individua ls  a pply for LIHEAP  a s  we ll a s  othe r loca tions . The

Team suggests  tha t bi-lingua l poste rs  and Life line  brochures be  deve loped to expla in the  Arizona

Life line  progra m, lis t pa rtic ipa ting ETCs , a nd include  a  ge ne ric  Arizona  Life line  a pplica tion

form  a cce pta ble  by a ll ETCS . This  inform a tion could be  dis pla ye d in the  37 ACAA office s

loca ted throughout the  s ta te , a s  we ll a s  additiona l office s  which a re  unde r contract to the  ACAA

(s e e  Exhibit F). This  inform a tion, a s  we ll a s  the  ge ne ric  Life line  a pplica tion, could a ls o be
i

1 1

1
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posted on website s  S uch a s  wwvv.a rizonase1fhe lp.org and www.azcaa .org. It is  envis ioned tha t

the  va rious  ETCs could he lp fund this  coope ra tive  outreach e ffort, proportiona te  to the  number

of residentia l customers they serve  in the  sta te .

In addition to this  coope ra tive  program, each ETC will continue  its  own outreach e fforts ,

in a ddition to wha t is  curre ntly be ing done . Imple me nta tion of the  Te a m's  P ha s e  II progra m

could fUrdre r improve  outreach e fforts  in Arizona .

The  Te a m  re que s ts  tha t the  Com m is s ion  e xpe ditious ly a dopt a nd  im ple m e nt the

re comme nda tions  in this  re port. The  Te a m re comme nds  April 30, 2006 a s  the  ta rge t da te  for

imple me nta tion of P ha se  I to e na ble  the  ETCs to improve  Life line  e nrollme nt in Arizona  in the

near te rm.

C O NC LUS IO N

The  Arizona  Life line  Team has  deve loped wha t it be lieves  is  a  viable  plan for expanding

the  Arizona  Life line  and Link-Up programs to reach more  e ligible  consumers  and to facilita te  the

use  of ove r $38 million in annua l fede ra l a id for the  bene fit of low-income  consumers . Engaging

DES -FAA to a ct a s  a  ce ntra lize d a ge ncy to e nroll ove r 400,000 house holds  in the  progra m is  a

ke y compone nt to the  ove ra ll re comme nda tion. Imple me nting this  re comme nda tion re quire s  a

cos t recove ry mechanism to ensure  tha t a ll of the  ETCs and the ir cus tomers  bene fit from DES -

FAA's  e fforts . The  Te a m re comme nds  tha t the  Commis s ion is s ue  a n orde r a llowing for the

recovery of Phase  l administra tive  costs  through the  AUSF.

O nce  a  s ource  o f fund ing  ha s  be e n  de te rm ine d ,  the  Te a m  re com m e nds  tha t the

Com m is s ion  a ppo in t a  s ta nd ing  s ubgroup  to  work th rough  a ll o f the  p rog ra m m ing  a nd

implementa tion de ta ils  a ssocia ted with the  DES-FAA automatic enrollment recommenda tion and

I

the  cooperative  outreach plan in Phase  I.

Where fore , the fo llowing Eligible Te lecommunica tions Carrie rs support the

recommenda tions  in this  Life line  Report:

12
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Accipiter Communications Incorporated
Arizona Telephone Company
Century Telephone of the Soudiwest, Inc,
Citizens Telecommunications Company of the White Mountains
Citizens Utilities Rural Company, Inc.
Copper Valley Telephone
Midvale Telephone Exchange, Incorporated
Navajo Communications Co., Inc.
Qwest Corporation
Rio Virgin Telephone Company
South Central Utah Telephone Association
Southwestern Telephone Company
Table Top Telephone Company
Valley Telephone Cooperative, Inc.
Verizon California, Inc.
Smith Bagley, Inc.
Sprint Spectrum Limited Partnership

Telseape Communications, Inc.

|

i
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SIGNATURE PAGE

WHEREFORE, the undersigned agents for the following Eligible Telecommunications
Carriers support the recommendations in this Lifeline Report.

ACCIPITER COMMUNICATIONS INCORPORATED, a Nevada corporation

By:
Name:
Title'
Date:

arles Gowder
President/cEo
12/16/05

Comments :

ARIZONA TELEPHONE COMPANY, a n Arizona  compa ny

By:
Name :
Title :
Date :

Comments:

CENTURY TELEPHONE OF THE SOUTHWEST, INC, a New Mexico corporation

By:
Name:
Title:
Date:

Comments :

\



Dec-21-05 10:42A TDS TELECOM P .O2

S IGNATURE  P AGE
I

WHEREFORE, the undersigned agents for the following Eligible Telecommunications
Carriers support the recommendations in this Lifeline Report.

ACCIPITER COMMUNICATIONS INCORPORATED, a Nevada corporation

By:
Name:
Title:
Date:

Comments :

ARIZONA TELEPHONE COMPANY, an Arizona company

By: .
Name
Title:
Date:

:  ° * ' 1
,r

*pp hl us."

we, \`

'° 4.  *He*  ; 42. élll\&4-)

Comments:

CENTURY TELEPHONE OF THE SOUTHWEST, INC, a New Mexico corporation

By:
Name »
Title:
Date:

Comments;

1

la
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SIGNATURE PAGE

WHERBFORE, the undersigned agents for the following Eligible Telecommunications
Carriers support the recommendations in this Lifeline Report.

ACCIPITER c o m m u n l c A n o n s INCORPORATED,a Nevadacoqsomation

By:
Name:
Title:
Date:

ala - |

Comments:

ARIZONA TELEPHONE COMPANY, an Arizona company

By:
Name:
Title:
Date:

Comments'

By:
Name'
Title'
Date:

CENTURY TELEPHONEDF THE SOUTI-IWEST, INC, a New Mexico Gmporation

849+/i z Cr . ,
4}1W¢>!'Df- 6ov0./cnJn°¢» 'i 92-9418-B*l>5

[J/49/o s'*

Comments:

MY
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CITIZENS TELECOMMUNICATIONS COMPANY OF THE WHITE MOUNTAINS,
a Delaware company

By: (\.»~*"
Name: Cu v \» .
Title: - 4-»»'#~ Lr £;c*av»4 o,| Mfdfvr
Date' ea, l'i[vJ'

u
[LI .,~M¢..ll

i

Comments:

CITIZENS UTILITIES RURAL COMPANY, INC., a Delaware corporation

By: GJ* Ll »J£1£i»4
Name: Cu r L- H vA-W-..v~,l\
Title:
Date:

IM v. - Gow!-_ l: E>¢=\evv1 e\ H(fCt¢lvJ"
528414: |

Comments:

COPPER VALLEY TELEPHONE, an Arizona corporation

By:
Name'
Title:
Date:

Comments:

MIDVALE TELEPHONE EXCHANGE, INCORPORATED, an IDAHO corporation

By:
Name:
Title:
Date:

I¥
\

i Comments:



CITIZENS  TELECOMMUNICATIONS  COMP ANY OF THE WHITE MOUNTAINS  9
a  Delaware  company

By:
Name :
Title  :
Date :

Comments :

CITIZENS  UTILITIES  RURAL CO MP ANY, INC., a  De la wa re  corpora tion

By:
Name :
Title  :
Date :

Comments :

COPPER VALLEY TELEPHONE, an Arizona corporation

By: /
Name:
Title :
Date: /8 LE 1/

» L5/P-6~n>-as .48t €r /1 I'J€4?*"'~

Comments :

MIDVAL E TELEP HONE EXCHANGE, INCORP ORATED, a n IDAHO corpora tion

By:
Name :
Title  :
Date :

1

Comments:
i
i
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CITIZENS TELECOMMUNICATIONS COMPANY OF THE WHITE MGUNTAINS,

a Delaware company

By:
Name'

Title:
Date:

COIEIIIIIWBIBS

CITIZENS UTILITIES RURAL COMPANY, INC., a Delaware corporation

By:
Name:
Title:
Date:

Commaitsz

COPPER VALLEY TELEPHONE, an Alimony corporation

By:
Name:
Title:
Date:

Comments:

By:
Name'
Title:
Due'

lELEPIjONE EXCHANGE, INCORPORATED, an IDAHO corpuraion

€' UA-»\.>
k'a.»-em -Jo Elliscvx
C»€ O»
.lX-.¢¢ »*~»-l9e'4=:» IL.. 8905

I

Comments'
I
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NAVAJO COMMUNICATIONS CO., WC., a New Mexico cmporadon

Cu»~* LI my -"wtl
- 6004-- 8 '*¢.¢n¢l'A-CFAJ ».r~

12144 [oJ' ' -

By:
Name:

Title' /l'1_5 v»

Date'

Comments'

QWEST CORPORATION, a Colorado corporation

By:
Name :
Title:
Date:

Comments:

r

RIO VIRGIN TELEPHONE COMPANY, a Nevada company

By'
Name:
Title'
Date:

Conunennts:

SOUTH CENTRALUTAH TELEPHONE ASSOCIATION,a Utah non-profit
association

f
l

II

By'
Name:
Title: .
Date:

1.-

Comments*
l

i
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NAVAJO COMMUNICATIONS CO., INC., a New Mexico corporation

By:

Name:
Title:
Date:

Comments:

QWEST CORPORATION , a Colorado corporation

By:

Title' M I4'7W41(r '64 -
Date' /Q - /9. -700~$"

. 0Hgg, 44
7346/M 6 64573 /mL/~<S

Comments:

RIO VIRGIN TELEPHONE COMPANY,aNevada company

By:
Name'
Title:
Date:

Comments:

SOUTH CENTRAL UTAH TELEPHONE ASSOCIATION, a Utah non-profd
association

By:

Name:
Title:

Date'

Comments'

F
:
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NAVAJO COMMUNICATIONS co., INC., a New Metxico corpcwation

By :
Name:
Title:
D=8!Je:

Comments:

QWEST CORPORATION, a Colorado corporation

By:
Name:
Title'
Dlalliez

Comments:

RIO VIRGIN TELEPHONE COMPANY, a Nevadacompany

By:
Name:
Title'
Dane:

\-\f4'r-4 m cxswxiq,
pa_~=a "'VN\lf-\3'V\-

VL-zo~cs' I

Comments'

SOUTH CENTRAL UTAH TELEPHONE ASSOCIATION, a Utah R011-Pi05t
association

By:
Name'
Title: in;
Dale:

l

E

r

i

I

I
3

Comments:
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NAVAJO WW CAUWS CO., INC, aNew Mexico corporation

By;
Name:
Tale:
Dita:

Comxnulenults:

QWEST CORPORATION, a Colorado caupumalion

B 32
Name'
rule:
Dime:

Comments:

quo vmGln TELEPHONE compAa~ay, aNcv8da w»=w4=v=w

Bye
Name:
Title:
DaMe:

SOUTH CENMAI..UrAH TEEHUNE Assoc1Anon, aUnnll non-pmEt
. .

By "
Name: @%4 W W-TDM
Tale: Q50 /
Dwbez ra~1o-o5

4¢wp,r4\ 1"f\¢nf1-8*'~t"

Clllmlnlbluli:

l
I

I

Comments:

I
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SOUTHWESTERN TELEPHONE COMPANY, an Arizona company

By: in .

Title:
Date: 1

; ; y 4-n¢e.4° l3elE4»'i"r1~w\§,

Comments

TABLE TOP TELEPHONE COMPANY, a Nevada corporation

By

Title

Comments

VALLEY TELEPHONE COOPERATIVE,INC., anArizonanon-proiitcorporation

By

Title

Comments

VERIZON CALIFORNIA,INC., aCalifornia corporation

By

Title

Comments
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SOUTHWESTERN TELEPHGNE COMPANY, an Arizona company

By

Title

Comments

TABLE TOPTELEPHONE COMPANY, a Nevadacorporation

By

Title

Comments

*9 -2'40'5"

VALLEY TELEPHONE COOPERATIVE, INC., an Arizona non-profrt corporation

By

Title

Comments

VERIZON CALIFORNIA, INC.,aCalifornia corporation

By

Title

Comments

*m ToTe P9GF.l7lp **



S OUTHWES TERN TELEP HONE COMP ANY, a n Arizona  compa ny

By:
Name :
Title :
Date :

Comments :

TABLE TOP  TELEP HONE COMP ANY, a  Ne va da  corpora tion

By:
Name:
Title :
Date :

Comments :

VALLEY TELEPHONE COOPERATIVE, INC., an Arizona non-profit corporation

By:
Name :
Title :
Date : I=A///g Q t a /I 7€;'o C¢oF€®g\\»"\

[m 69

Comments:

VERIZON CALIFORNIA, INC., a  Ca lifornia  corpora tion

By:
Name:
Title :
Date :

Comments: Verizon California, Inc. reserves its rights to further comment on the
development, implementation, and evaluation of any program adopted to increase
Lifeline and Link-Up enrollment in Arizona.



SOUTHWESTERN TELEPHONE COMPANY, an Arizona comp-amy

By

Title

Comxnenns

TABLE TGP TELEPHONE COMPMINY, a Nevada corporation

By

Comments

VALLEY TELEPHONE COOPERATIVE, INC., an Arizona non~pm5t corponiion

By

VERIZON IFORNXA, NC., a California corporation

y .._
Name:
Title:
Dale:

bowAu> €4<:H¢_2§
5¥A*Ic»I2. f r n r r <:a45¢>4T,4~T
1`1et»:~»1!=»¢»f Z-<2 z o o  S '

Commmms: VaizunCali£umisl,Inc.nse1vaitsri@¢sto Mrthmr camnxentontkw
dervduplumant,implementation, Muvaiuation of an
Lifeline Li1nk~Up auullunw 'm A5148
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SMITH BAGLEY, INC., a District of Columbia corporation

n / - ZBy:
Name:
Title:
Date:

I

Comments:

SPRINT SPECTRUM LIMITED PARTNERSHIP, a D€18W8I'¢ limited paltnerrship

By'
Name:
Title:
Date:

Comments:

TELSCAPE COMMUNICATIONS, INC., a Delaware corporation

By:
Name:
Title:
Date:

Comments:

i

I

1

3



SMITH BAGLEY, INC., a District of Columbia corporation

By

Comments

SPRINT SPECTRUM LIMITED PARTNERSHIP, a Delaware limited partnership

ByI/449. /M
Name: /w4wA' D. K a  V A L
Title: #64/4»+T»»<v /oFF/mes 197404 me
Date: 1>;u=/nas:  /9 ,  2  ooh '

Comments

TELSCAPE COMMUNICATIONS, INC., a Delaware corporation

By

Title

Comments
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SMITH BAGLEY, INC., a District of Columbia corporation

1

I

By:
Name:
Title'
Date:

I

I
a

Comments:

SPRINT SPECTRUM LIMITED PARTNERSHIP, a Delaware limited partnership

By'
Name:
Title'
Date:

Comments'

TELSCAPE_COMMUNICATlONS, INC., a Delaware corporation

By:
Name
Title uin 19tw=1H5y

DO

Comments:

l

I

1

I

1
I
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EXHIBIT A: Arizona Lifeline Team Membership, Participants, and Meeting Dates

I. Team Members: Arizona Eligible Telecommunications Carriers

a . ILE Cs

• Accipite r Communica tions
o Charles Gowder, P resident/CEO

• Arizona Telephone Company
o John Zeiler, Manager .- External Relations

• Century Telephone of the Southwest
o Edie Ortega, Director of Government Relations

9 Citizens Telecommunications Company of the White Mountains
o Curt Huttsell, Manager - Government & External Affairs

• Citizens Utilities Rural Company
o Curt Huttsell, Manager - Government & External Affairs

• Copper Valley Telephone
o Steve Meets, CEO
o ALECA member, represented by Karen Ellison

¢ Midva le  Te lephone  Exchange
o Ka re n J . Ellison ... CEO & P re s ide nt of ALECA

• Navajo Communications
o Curt Huttsell, Manager .- Government & External Affairs

Qwest Corpora tion
o Ca rol Rohrkemper, Manage r - Te lephone~Assis tance  P lans

(Arizona  Life line  Team Cha irpe rson)
o Monica  Luckritz, S ta ff Advoca te  .... P ublic P olicy
o Norm  Cutright - Couns e l

I

I

• Rio Virgin Te lephone  Company
o Ha rold Os te r, Ge ne ra l Ma na ge r

• South Centra l Utah Te lephone  Associa tion
o Bra nt Ba rton, CEO / Ge ne ra l Ma na ge r

I

r

I
I

:

1

l
I

1
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I • Southwester Telephone Company
o John Zeiler, Manager - External Rela tions

• Table Top Telephone Co., Inc.
o Lisa  Rossi, Customer Service  & Marketing Manager

• Valley Telephone Cooperative
o Steve  Meets , CEO
o ALECA member, represented by Karen Ellison

• Verizon California , Inc.
o Lorra ine  Kocen, Specia lis t .- Regula tory Policy & Planning

b. CLECs and Wire less

• Smith Bagley Inc., d/b/a Ce llula r One  oNE AZ
o Carl Wibel, Project Coordina tor - Network Development

• Sprint Spectrum L.P
o Lil Taylor, Regula tory Affa irs  Manage r

• Telscape Communications, Inc.
o Diana Aguirre, Regulatory Administrator

II. P a rtic ipa n ts

a. Arizona DES - Community Services Administra tion
o Ma ry Elle n Ka ne
o Sandra  Mendez

s .

b.
o Rick Anderson, DBME Systems Adminis tra tor
o Kathy Montano, Executive Staff Assistant to the  Assistant

Director

I

c. ACC S ta ff
O
O
o

Richard Bowles, Utilities Engineer
Brad Morton, Public Utilitie s  Consumer Analyst II
Maureen Scott, Attorney

d. Arizona Community Action Associa tion
o Cynthia  Zwick, Executive  Director

I

:
I

i

I

Sne ll & Wilmer L.L.P .
o Kimbe rly A. Grous e
o Ma rcie  Montgome ry

I
I

r

e.



III. S c h e d u le  o f Te a m  Me e tin g s

July 15, 2005

August 10, 2005

August 24, 2005

September 15, 2005

October 4. 2005

October 19. 2005

November l. 2005

November 7. 2005

November 15. 2005

December 8. 2005
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ICASE NUMER;

MAILED DATE :
\

N D DEPARTMENT OF HUMAN SERVICES

i
l

!
!
I

oz

HOME TELEPHONE ASSISTANCE CERTIFICATE
Dear

You have received this certificate because you are eligible to
participate in the Linn Up and
Link Up proqranx assists with
Telephone Assistance program will pay a part monthly local
telephone service (not long distance calls or service) .

Telephone Assistance proqraxns. The
initial telephone hook up Costa. The

of your

To access the Link Up and Telephone Assistance programs, complete
this certificate and mail or deliver it to your local telephone
company. In the spaces below, enter your telephone number (if
you.hsve one), the name of the individual responsible for the bill ,
your signature, and the date. If you do not have e telephone ,
please provide your name I signature and the date.

¢ase Name z
Telephone nu.mber;_ § U i n q  N a m e

E l i g i b l e  a p p l i c a n t  '  a  s i g n a t u r e  , Date r ' |.

Y o u r  l o c a l  t e l e p h o n e  c o m p a n y  w i l l  v e r i f y  y o u r  c o n t i n u e d  e l i g i b i l i t y
o n c e  p e r  y e a r .

If your local telephone service is provided by Qwest Communications,
mail this certificate to PO BOX 2738, Dmaha HE 68103-2738. Otherwise,
send or deliver this completed certificate to your local telephone
company. |

i

iI

Host telephone companies in North Dakota participate in the Telephone
Assistance program. If you have questions about Link Up or Telephone
Assistance, contact your telephone company. The North Dakota Public
Service Commission can also answer your questions st 701-328-2400.
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If you believe the decision contained in this notice is incurred, you may request a hearing
before the North Dakota Department of Human Services. Contact your county soda! service
office for instnactiorls on how to request a hearing. You must request a hearing in writing
within to days from the date off this notice for Medicaid. For Food Stamps, a request for
hearing must be madeorally or in writing within 90 days from the date of this notice.
If your request for a hearing is made within 10 days (five days in the event of probable
fraud in Medicaid), the action desaibed on the reverse side of this notice will not be taken
pending the hearing decision unless:

(1) notice is not required. .
(2) you withdraw your requestor the hearing,
(3) you fail to upper at a sdteduled hearing,or
(4) it is decided that the only issue in the appeal is one of federal or state law or policy.

I

you are advised. however, that if the hearing decision by the Department of Human Services
is not in your favor. the total additional amount paid lo you or on your behalf will be
considered an overpayment subject to recovery.

You can have an attorney, relative, friend or any other person assist you in your hearing. If
you would like an attorney to help, but do not have the money to pay artattomey, you can
contact one of the free legal service organizations in your area to see if they can assist you.
if you would like one of these organizations to represent you at your hearing. it is advisable
that you ooritad them as soon as possible. The North Dakota Department of Human
Services makes this listing at Legal Aid organizations available for your use.

'. 1

NONDISCRIMINATTON .
In accordance with Federal law. U.S. Department of Agriculture (USDA) policy and U.S.
Department of Health and Human Services (HHS) policy, this institution is prohibited from
discriminating or the basis of race, color, nation login. sex, age, disability, religion or
political briefs. To tile a complaint of discrimination, contact the USDA or HHS. Write USDA,
Director, office of Civil Rights, Room 328-W, Whitten Building, 1400 independence
Avenue, S.W., Washington. D.C: 20250-9410 or call (202)720-5964 (voice and TDD)-
Write HHS Director, Office for Civil Rights, Room 506-F, 200 independence Avenue, S.W.,
Washington D.C. 20201 or call (202)819-0403 (voice) or (202)6194257 (TDD). USDA
andHHS are equal opportunity providers and employers.

RESPONSIBILITY TO Revomcwmess

UNDER PENALTY OF LAW, IT IS THE APPLlCl\NTSlRECIPIENT'S
RESPONSIBILITY TO REPORTTO THE counTy sociAL SERVICES OFFICE
ANY CHANGE IN INCOME, MSSETS. ADDRESS. LMNG ARRANGEMENT, THE
NUMBER OF PERSONS LMNG m THE HOME, THE RETURN HOME OF A
HUSBANDUWIFE, A CHILD'S DROPPING OUT OF SCHOOL. ETC.

CHJ°sNGES MUST BE REPORTED WITHIN TEN DAYS by contacting the county socio
services oNce to verbally report a change, by writing to the county social service office, or
by completing the Change Report Form.

N.O. Depnnvnarl dHuman samoa
DN15\zlau.o2m )

|
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EXHIBIT C: DES-FAA Cost Estimates Associated with Automatic Enrollment

DES/FAA was asked to estimate  the  automation and implementa tion e ffort necessary for

the  ca tegorica lly e ligible  re fe rra ls  to the  ETC's . The  following na rra tive  de scribe s  how the  FAA

arrived at the estimates:

Automation

To send changes Hom one ETC to another, one new data element needs to be added to an

existing da ta  base  file . This  requires  e fforts  from the  applica tion s ide  for both the  technica l and

user teams as well as efforts firm the Data Base Administration and the Technical Support areas

in the form of re-organizing files to allow for the additional data element. Application

programming and user testinghave the lion's share of the automation effort to select the correct

records for transmission, and to install necessary cross relational editing to ensure data integrity.

The total automation effort has been estimated at 1,043person hours at a total cost of

$27,557.97.

Policv and field staff notification/training effort

The  policy e ffort of e ight pe rson hours  consis ts  of adding a  question to the  applica tion for

assistance , deve loping the  policy and procedure , and dra fting the  fie ld notifica tions for

implementa tion. The  policy urlit cost has been estimated a t $250.86.

Eligibility Costs

The  inte rface  design tha t has been discussed ca lls  for a  Life line  e ligibility de te rmina tion

l
I

each time an applica tion for assistance  is received. This  me a ns  the  Eligibility Inte rvie we r ("EI")

would need to examine  the  potentia l Life line  e ligibility for both initia l applica tions  and a ll re -

de tennina tions (for new phone  service , Changes or te rminations). We have  estimated this

activity a t approxima te ly one  minute  pe r applica tion rece ived. This  activity would consis t of

1

I
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discuss ing the  Life line  program Mth the  client, de te rmining if the  client is  with an ETC (or may

be  known to multiple  ETC's) and correctly upda ting the  da ta  in the  e ligibility sys tem. One

minute  of an El's  sa la ry is  worth $.30 times 90,361 applica tions rece ived per month (or

1,084,332 apps received per year) for an annual cost of $325,300.00

One Time Cost Estimate for DES-FAA $27,808.83

On-going, Annua l Cos t Es tim a te  for DES -FAA $325,300.00

On-going Annual Cost Estimate does not include costs associated with handling customer calls
associated with their Lifeline enrollment and status. Whether or not DES would be responsible for
handling customer inquiries has yet tobe determined



EXHIBIT D



5

EXHIBIT D

The  task force  group examined automatic enrollment programs for Life line  and Linkup
currently opera ting in four s ta tes . This  ta sk force  group looked into how these  automatic
enrollment programs function. Be low is  a  summary of our re sea rch highlighting four automatic
enrollment sta tes: Massachusetts, Nevada, New York, and Texas.

1. Massachusetts

I

The Massachuse tts  Department of Transitiona l Assistance  modified its  public assistance
applica tion to include  a  privacy wa ive r to re lease  customer e ligibility information and enroll into
Life line  and Linkup. Applicants  have  to check a  box on the  applica tion to re lease  the ir
information and enroll. Once  checked, the  agency re leases the  applicant's  information to the
te lephone  companies. The  te lephone  companies then compare  this  information aga inst the ir own
customer records  and enroll only the ir customers  found on the  information lis t. Te lephone
companies have  signed contidentiadity agreements limiting the  use  of customer information.

The Massachusetts Department of Telecommunications and Energy ("MDTE") is
currently working with telephone companies to establish an automated program of matching
customer records like the program used by electric and gas companies. Electric and gas
companies were ordered by MDTE to electronically transfer customer account information on a
quarterly basis to the Executive Office of Health and Human Services ("EOHHS"). Then,
EOHHS matches the customer account information with information in its database of recipients
of public benefits programs in order to identify customers who are eligible for Lifeline and
Linkup. EOHHS returns a list of eligible customers to the electric and gas companies and these
companies enroll the customers.

\

2. Ne va da

The Nevada State Legislature passed a law allowing the Nevada State Welfare
Department ("Welfare Department") to release information to telephone companies. The
Welfare Department issues a report twice year with names and addresses of those persons who
are enrolled for assistance programs. Social security numbers are not used.

The te lephone  companies then review the  report for the ir customer names to verify tha t
current Life line  and Linkup customers remain e ligible  to rece ive  the  discounts  and to enroll
customers  who have  become e ligible . For those  who a re  e ligible  but a re  not currently enrolled in
Life line  and Linkup, the  te lephone  companies may contact those  individua ls  on the  report
whether or not they are  a  current customer.

Individua ls  who a re  not currently rece iving public a ss is tance  but s till qua lify for Life line
or Linkup may contact the  te lephone  company directly to s ign up for Life line  and Linkup.

3. Ne w York

. The  New York P ublic S e rvice  Commiss ion, the  New York Depa rtment of Family
Ass is tance  ("NYDFA"), and NYNEX (now Verizon) he lped crea te  an automa tic enrollment
da tabase . The  Office  of Tempora ry and Disability Ass is tance  ("OTDA"), one  of two office s

EI
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within NYDFA, is  cha rged with transfe rring cus tomer confidentia l informa tion to the  te lephone
companies  for Life line  enrollment. In July and December of each yea r, OTDA sends a  report to
the  te lephone  companies  lis ting individua ls  who a re  e ligible  for Life line . These  individua ls  a re
current OFTDA clients  rece iving public assis tance . The  te lephone  companies have  ente red into
confidentia lity agreements  with NYDFA sta ting tha t the  te lephone  companies  will only use  the
OTDA lis t for Life line  purpose s .

E

i
I

The telephone companies then compare the OTDA list with their own customer base.
The telephone companies notify their eligible customers by letter stating that they will begin to
receive Lifeline discount unless the customer objects within 30 days.

4. Texas

In Texas, the Texas State Legislature promulgated two statutes, Sections 55,015 and
56.021 , ordering the Texas Commission to implement rules for automatic enrollment of Lifeline
and Linkup. Specifically, Section 55.015 calls for the Texas Commission to adopt rules
providing for automatic enrollment of Lifeline service for eligible customers. Section 56.02 l
empowers the Texas Commission to adopt and enforce rules requiring local exchange companies
to establish a universal service fund to reimburse telephone companies providing Lifeline
service.

With this  authority, the  Texas Commission worked with the  Texas Human and Hea lth
S e rvices  Depa rtment ("THHS D") to e s tablish an automa tic enrollment program. At firs t, the
idea  was to have the  te lephone companies use  THHSD's database  to determine  who needs to be
enrolled in Life line  and Linkup. Be fore  this  could happen, THHS D had to ge t pe rmiss ion to
re lease  the  information in tha t da tabase  from the  federa l agency over them. To ge t this
permission, THHSD had to ente r into confidentia lity agreements  with the  te lephone  companies
indica ting tha t the  use  of the  da tabase  information was only for Life line  and Linkup programs.
In addition, the  Texas S ta te  Legisla ture  was concerned about the  use  of socia l security numbers,
so only names and other identifica tion indica tors are  used in the  da tabase .

In 2003, the Texas Commission amended Section 26.412 -. the rules relating to Lifeline
and Link Up service programs - to improve the automatic enrollment program. The 2003
amendments created a third-party administrator, the Low Income Discount Administrator
("L1DA"l.'

3 a. LIDA: General Overview

LIDA's  primary role  is  to collect the  names of customers  from the  te lephone  companies
who a re  enrolled in Life line  and Linkup and compare  them to the  names lis ted in the  THHSD
database . LIDA a lso ente red into a  confidentia lity agreement regarding the  proper uses of the
da tabase . The  amendments  to Section 26.412 s ta tes  tha t the  functions of LIDA will be
e s ta blishe d in more  de ta il in the  "Low-Income  Discount P roce dura l Guide ." Although a  dra ft of
this  Guide  was crea ted, it never became officia l. Regardless, the  te lecommunica tion companies '
IT adminis tra tors  worked out the  de ta ils  with LIDA and established the  necessa ry procedure .

Project No. 28056, Order Adopting Amendments to §26.412 As Approved at the December 30, 2003
Open Meeting (Dec. 2003).

I
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b. LIDA 's Relationship with the Texas Commission

LIDA contracts with the Texas Commission. Every few years the contract changes and is
updated. Companies bid for the contract making it a competitive process. National Exchange
Carriers Association ("NECA") received the most recent contract from the Texas Commission.
NECA also administers the Texas Universal Fund Services ("TUSF").

c. Funding for LIDA

The Lifeline and Linkup discounts  as  well as  the adminis tration cos ts  of LIDA are funded
through TUSF.

d. How LIDA Operates

THHSD sends LIDA its  database of consumer names that are enrolled in public
assis tance programs. The telephone companies  also send their customer database to LIDA. This
is  done on a monthly basis . LIDA then compares these two databases against each other to
determine who is  e ligible  to receive Lifeline and Linkup discounts  (and not currently enrolled)
and who has  become ineligible to receive these discounts . LIDA creates  a lis t of these eligible or
ineligible customers  and sends it to each telephone company. This  customer lis t does  not include
names of those who are currently enrolled in Lifeline and LirNcup and remain eligible for these
discounts . Once the companies  receive the LIDA lis t, they can adjus t die  billing rates  for their
cus tomers  identified on the lis t.

I

For cus tomers  who no longer qualify to receive the discounts , LIDA follows  certa in
procedures  before the customer can be dropped from the discount programs. LIDA firs t
determines that the customer is  not eligible to continue to receive the discounts  by comparing
databases  as  described above. Next, LIDA sends a letter to the customer explaining its  position
and allows the customer to submit documentation to prove that he/she should continue to receive
the discount. The letter includes  a 1-800 number that the customer can call to ask about the
qualifications  to receive the discounts . Notably, LIDA - not the  te lephone companies  - handles
correspondence with cus tomers  regarding Lifeline and Linkup. LIDA then requires  the cus tomer
to submit se lf-service  forms  and provide verifica tion that shows  continuing e ligibility. If the
customer cannot provide any verification, the cus tomer's  name is  removed from the LIDA
database after 60 days  from the date of notification. LIDA then advises  the telephone companies
that the cus tomer is  no longer eligible to receive the discount. At that point, te lephone
companies can remove the discount from the customer's  account.

e. Linkup Customers

Consumers  who do not have phone lines  or who are not in LIDA's  database can s till
receive the benefits  of Lifeline and Linkup if they qualify. Usually these consumers  are  not '
enrolled in any public ass is tance program but are 150% below the poverty line. These
consumers  must call LIDA using the 1-800 number to request a self-service form. The consumer
then fills  out and re turns  the  form with supporting documentation. If LIDA determines  that the
consumer is  qualified, LIDA enters  the consumer's  name into its  database. Within 60 days , the
consumer should be enrolled in Lifeline and Linkup.

l
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The  majority of Linkup customers a re  not new customers, but ra the r a re  current Life line
customers who move  and need se rvice  established a t the ir new residence . Only 10-15% of
Linkup customers a re  brand new te lephone  customers.

f. Penetration Rate

Automatic enrollment has made a very significant impact on Texas' state enrollment.
Telephone companies are required to tile annual reports that quantify how many customers
receive the discounts. Texas Commission stiff attorney, Janice Irvine informally reviewed all
company reports and analyzed penetration rates for the last few years. According to Ms. Irvine,
Lifeline and Linkup enrollment significantly increased approximately 30-35% once Texas
implemented automatic enrollment with an electronic interface in 2000. In 2004, Lifeline
enrollment increased another 35% and Linkup increased 43%. Both increases are credited to
having LIDA administer the program instead of the telephone companies.

Consume r groups  ha ve  pointe d out a t le a s t one  "downfa ll" with LIDA. LIDA re move s
customers faste r from these  discount programs than in the  past. LIDA usua lly removes
customers  who a re  no longer e ligible  within 60 days. When companies  adminis te red the
program, companies removed customers much slower. The  Texas Commission expects  tha t
enrollment s ta tis tics  will fla tten since  more  customers a re  a lready enrolled in the  programs and
LIDA can remove  ine ligible  cus tomers  quicke r.

I
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Case 00-C- 1945
Te s timony of Trudi J . Re nwick

February 14, 2002
for the  P ublic Utility La w P roje ct

Q- Please identify yourself?

A. My na m e  is  Trudi J . Re nwick.

Q- By whom are you employed?

A. I am employed by the  Fisca l Policy Institute  as  a  Senior Economist.

Q. What is your educational background and experience?

A. Attached to this  te s timony as  Exhibit A is  a  copy of my curriculum vita e .

Q- Are you familiar with the Telephone Lifeline program?

A. Yes, in New York for Verizon customers , the  current ta riff provides  basic

re s identia l se rvice  a t a  s ignificant discount to qua lifying low-income

customers . The  funds to supply this  discount come  firs t from the  fede ra l

government through the  universa l se rvice  surcharge  collected from a ll

te lephone customers and, a t the  S ta te  level, through the  Targeted Assistance

Fund tha t is  a lso supported by te lephone  customers.

Q- What is the purpose of the telephone Lifeline program?

A. The ptu'pose of the Lifeline program is to raise the penetration of telephone

usage by reducing by a significant degree the economic barriers to telephone

subscribership for low-income customers. The benefits from this increased

subscribership flow to the customers who are able to participate as well as to

other customers who then have the ability to reach additional customers over

the switched network and to society in general because of the benefits and

increased functionality for households that are able to maintain telephone

service.

Q. How is eligibility for assistance from the Telephone Lifeline program

determined?
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A. Customers  a re  e ligible  for Life line  bene fits  if they qua lify for one  of e ight

government assistance  programs. Severa l of these  programs are  identified by
i
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Case  00-C-1945
Tes timony of Trudi J . Renwick

February 14, 2002
for the  P ublic Utility La w P roje ct

the  federa l government in its  design for the  minimum program tha t s ta tes must

implement to qua lify for fede ra l unive rsa l se rvice  support. Afte r s ta te s  mee t

this  minimum requirement, a  sta te  may choose  to add additiona l programs to

qua lify a dditiona l low-income  cus tome rs  for Life line  be ne fits . Ne w York

a lready has exercised its  option to utilize  an expanded lis t of programs to

e s ta blish e ligibility.

Q. What programs currently qualify a household or individual for

Telephone Lifeline assistance in New York?

A. InNew York, the programs are:

- Family Assistance

Food Stamps

Home Energy Assistance Program (HEAP)

Me dica id

Safe ty Net Assistance

Supplementa l Security Income (SSI)

Ve te ran's  Disability P ension (non-se rvice  re la ted)

Veteran's  Surviving Spouse  Pension (non-service  re la ted)

Q. Which of these programs are not required by the federal regulations?

Family Assistance, Safety Net Assistance, Veteran's Disability Pension, and

Veteran's Surviving Spouse Pension.

Q, Is the qualification for these programs income based?

A. Yes.

Q. What are the income limits for the HEAP program in New York?

A.
I
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The  income  limits  for the  HEAP  program in New York a re  $2,510 pe r month

for a  family of three  and $2,988 pe r month for a  family of four.i
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Case 00-C-1945
Testimony of Trudi J. Renwick

February 14, 2002
for the Public Utility Law Project

Q.

A.

Q.

A.

Q,

A.

What are the income limits for the Family Assistance program in New

York?

The income limits for the Family Assistance program are based on the New

York State standard of need which varies by county, family size and type of

heating fuel. For a family of three in New York City with heat included in

their rent, the Family Assistance income limit is $577 per month.

What are the income limits for the Food Stamp program in New York?

The income limits for the food stamp program in New York are $1,585 per

month for a three-person family and $1 ,912 for a four-person family.

What are the income limits for the Medicaid program in New York?

The income eligibility limits for Medicaid in New York vary by family and

applicant type, e,g. adults, pregnant women and children. As of January 1,

2001, the income eligibility limits for pregnant women and children were

$909 per month for a three-person family and $917 per month for a four-

person family. Adult income eligibility limits for the Medicaid program vary

by county.

Q. What are the income limits for the Safety Net Assistance program in New

A.

York?

The income limits for the Safety Net Assistance program in New York are the

same as the income limits for the Family Assistance program.

Q- What are the income limits for the SSI disability program in New York?
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A. The monthly income limits for the SSI disability program in New York were

$549 for an individual and $873 for a couple in 2000. For 2002, the income

limits for the SSI disability program in New York were $632 per month for

individuals and $921 per month for couples living independently.
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for the  P ublic Utility La w P roje ct

Q- What are the income limits for the Veteran's Disability Pension program

and the Veteran's Surviving Spouse Pension program in New York?

The  income  limits  for the  Ve te ran's  Disability P ension program a re  $l,l78 pe r

month for a  three-person family and $1,315 per month for a  four-person

family. The  income  limits  for the  Ve te ran's  S urviving S pouse  P ension

program in New York a re  $835 per month for a  three~person family and $971

per month for a  four~person family.

Q, What is the enrollment history for the Telephone Lifeline program in

New York?

Afte r the  introduction of automatic enrollment, New York grea tly expanded

the  enrollment of low-income  customers  in the  Life line  program. The  most

recent da ta  from the  Federa l Communica tions Commission reports  the

percentage  of households in March 2000 having te lephone  service  for

individua l s ta te s  and for the  na tion. According to this  da ta , 92% of New

Yorkers with annual household incomes less than $16, 676 had te lephone

se rvice , while  for the  na tion as  a  whole  only 87.5% of this  popula tion had

service . For those  with incomes less  than $33,352, which includes most of

those  often characte rized as  the  "worldng poor", the  percentage  with

te lephone  se rvice  was 96.9% in New York compared with 93.3% in the

na tion. See, "Te lephone  Pene tra tion by Income by S ta te  (Data  Through

2000)", Alexande r Be linfante , Industry Ana lys is  Divis ion, Common Carrie r

Bureau, Federa l Communica tions Commission (July 2001).

I

I

Q- Don't these statistics demonstrate that the Verizon Lifeline program has

been very successful?
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A. These  sta tistics show that the  program has succeeded in accomplishing its

goal of increased te lephone  subscribership among low-income households and
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has been more successful in this effort than other states, Other data indicates,

however, that the New York program has lost a substantial portion of its

effectiveness and has not adapted to the changing public assistance

environment since its inception.

Q- When and at what level did eNrollment for the Telephone Lifeline

program peak?

I understand from Verizon's response to PULP"s information requests that

Verizon's Lifeline subscribership was more than 720,000 customers in

December 1996. In comments tiled with the Federal Communications

Commission, the Universal Service Company reported that Lifeline

enrollment in New York in the fourth quarter of 2001 had fallen to 586,000. I

understand from the Verizon responses that enrollment has declined further

and, as of December 2001 , stood at 452,000 customers. Assuming that

Lifeline subscribership was never higher than 720,000 customers and has

declined no further since December 2001, this is a 37% decline in Lifeline

participation over this period.

Q~ Is this data the reason you conclude that the performance of the Lifeline

program in New York has degraded in recent years?

A.

I

Yes. The  loss of over 274,000 customers from the  program is  a very

substantia l decline  in e ffectiveness. Some of these  customers undoubtedly

lost se rvice  a ltoge ther. Others mainta ined service  by paying the  regular

residentia l ra te . For fla t ra te  customers, this  increased the ir bills  by $9.11 per

month. For measured ra te  customers, the  increase  was $10.11 per month.
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Q. Can you estimate the additional revenue that Verizon received because of

the migration of customers from Lifeline to basic residential service?
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A. Not precise ly, but I be lieve  it is  unlike ly tha t Verizon rece ived any additiona l

revenue . This  is  because , from Verizon's  point of view, the  diffe rence

be tween the  charges for Life line  and non-Life line  se rvice  is  made  up from the

federa l Universa l Service  Fund and from the  S ta te  Targeted Assistance  Fund.

Any revenue  ga in from a  transfe r of a  customer from Life line  to non-Life line

basic service  would be  offse t by revenue losses from reduced federa l or S ta te

support money.

Q, How much federal support is lost when a customer switches from Lifeline

to non-Lifeline service?

A. For measured rate customers, the loss to the State is $7.87 per month, for flat

rate customers, the loss is $7.54 per month. To provide a rough estimate, if

we assume that the 250,000 customers who lost Lifeline service were evenly

divided between flat rate and measured rate service, the annual loss in federal

revenue was$l,926,500 per month or $23,l15,000 per year.

Q- Do you perceive a trend or pattern to this enrollment decline?

A. Yes, enrollment in the  Verizon Life line  program has been declining s teadily.

Q. Do you attribute this loss in enrollment to actions that Verizon has taken?

A. No. I assume that Verizon has administered the program in the same way

throughout this period, and I have no information to suggest that Verizon's

administrative practices or procedures are responsible for this precipitous

decline in enrollment.

1
i
I

Q, To what do you attribute the significant decline in Lifeline enrollment in
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Ne w Yo rk?

In New York, cus tomers  qua lify for Life line  because  of the ir pa rticipa tion in

one  or more  of severa l programs providing assistance  for low-income

households. These  programs each have  another programmatic purpose , i.e ..

\
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the y a re  a dm inis te re d to  provide  s om e  a s s is ta nce  othe r tha n ine xpe ns ive

te le phone  s e rvice .  The s e  progra m s  a re  us e d ,  howe ve r,  to  ide ntify the  low-

incom e  hous e holds  tha t the  Life line  progra m  is  de s igne d to  a s s is t,  a nd the

s ignifica nt a dva nta ge  of us ing e xis ting progra m s  to  do th is  is  in  the  a voida nce

of s e pa ra te  m e a ns  de te rm ina tions  for e a ch  pros pe c tive  Life line  cus tom e r.  In

th is  wa y,  ve ry la rge  num be rs  o f Life line  e lig ib le  cus tom e rs  ca n  be  ide n tifie d

a nd  he lpe d  with  ve ry low a dm in is tra tive  cos ts .  In  re ce n t ye a rs ,  howe ve r,

s e ve ra l of the  progra m s  tha t a re  be ing us e d for this  purpos e  ha ve  cha nge d.

Q- In what way have these programs changed?

A. The  enactment of the  Persona l Responsibility and Work Opportunity

Reconcilia tion act of 1996 (P RWORA) marked an extraordina ry turning point

in U.S . socia l policy. The  legis la tion is  probably bes t knovm for having

repea led the  Aid to Families  with Dependent Children P rogram and having

provided s ta te s  with block grants  to design work-focused, time-limited

welfare  programs. The  law reduced federa l requirements and protections for

individua ls  while  expanding s ta te  discre tion and flexibility in numerous

aspects of socia l policy. The  law a lso made  major changes affecting Child

support enforcement, childcare , the  Food S tamp Program, disability benefits

for children, and the  e ligibility of immigrants  for fede ra l, s ta te  and loca l

bene fits .

Q- Has this resulted in changes in the enrollment for the Lifeline qualifying

programs?i
I

I

l
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In  Ne w York, a s  in  o the r s ta te s ,  e nrollm e nt in  s e ve ra l of the s e  progra m s  ha s

fa lle n  s ign ifica n tly.  Fa m ily As s is ta nce  ca s e loa ds  in  Ne w York S ta te  ha ve

fa lle n  from  393 ,424  in  J a nua ry 1997  to  207 ,259  in  S e pte m be r 2001 .  S a fe ty

Ne t As s is ta nce  ca s e s  ha ve  de cline d from  200,309 to  99,516 ove r the  s a m e

7
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pe riod. The  number of households rece iving food s tamps has fa llen from

918,966 in January 1998 to 654,138 in September 2001.

Q, Has this affected the enrollment of customers in the telephone Lifeline

program?

I be lieve  tha t the  decline  in families  rece iving public assistance  and food

stamps has been a  major factor in reducing the  number of recipients of

te le phone  Life line  in Ne w York.
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Q. Are the incomes of most of the families that no longer receive food stamps

and public assistance in excess of the income guidelines for the existing

eight Telephone Lifeline assistance programs?

No, the  studies tha t have  been comple ted on those  tha t have  le ft public

assistance  in New York report tha t the  vast majority continue  to have  incomes

be low the  fede ra l poverty guide lines . A s tudy by the  Rockefe lle r Ins titute  of

Government used administra tive  da ta  to track families  who le ft we lfa re  in the

firs t qua rte r of 1997. This  s tudy found tha t only 40% of these  familie s  had an

adult employed in a t least one  day in each quarter in the  year a fte r they le ft

we lfa re  and tha t outs ide  New York City, the  median annua l ea rnings of

familie s  with an adult employed in a ll four qua rte rs  were  only $12,611 ($1051

per month), fa r be low the  $16,660 pove rty line  for a  family of four in 1998.

Even in New York City, the  median ea rnings were  only a  meager $17,431

($1453 pe r month). Re se a rche rs  worldng with the  Ne w York City Huma n

Resources  Adminis tra tion conducted phone  inte rviews in May 1998 with

families  who le ft public assistance  in November 1997. These  researchers

were  only able  to find211 of 596 randomly se lected familie s  and were  able  to

comple te  inte rviews with only 126 of these  familie s . Of these  familie s , only

A.

A.
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25 percent had incomes above the  federal poverty guidelines and less than a

third sa id they were  be tte r off financia lly a fte r leaving public assis tance

3 Q Are less New Yorkers meeting the income thresholds today than was true

in earlier years

Yes. While  most of the  benefits  of the  economic expansion of the  l990s have

been skewedtoward the  upper end of the  income distribution, there  has been

some  indica tion of ris ing living s tandards  ove r this  pe riod. The  number of

familie s  in New York with incomes be low the  officia l pove rty line  has

decreased from 650,000 in 1998 to 504,000 in 2000, the  most recent year for

which da ta  from the  U.S . Bureau of the  Census is  ava ilable . Despite  this

decline , one  in five  familie s  in New York, (980,365) had incomes be low

175% of the  fede ra l poverty guide lines  in 2000. Under the  HEAP program

assistance is available  (and therefore  Telephone Life line  assistance  is

ava ilable ) to families (with seven or fewer members) with incomes less than

approximate ly 180% of the  federa l poverty guide lines

16 Q, How could the Telephone Lifeline Program's design be supplemented to

enhance its ability to reach the existing low-income population

There  most e fficient method of enhancing the  Te lephone  Life line  P rogram's

ability to reach its  ta rge t popula tion is  by adding to the  lis t of programs, which

will qua lify a  customer for Te lephone  Life line  bene fits

21 Q Are there other income tested assistance programs for which these low

income New Yorkers are qualified which could be used as a supplemental

test for eligibility for participation in the Telephone Lifeline Program

Yes. The  three  best examples of such programs are : the  National School

Lunch Program, the  S ta te  Child Health P lus Program, and the  S ta te  Earned

Income Tax Credit P rogram. Each of these  programs makes an exce llent
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a ddition  to  the  progra m s  tha t c re a te  Te le phone  Life line  Elig ib ility be ca us e

e a ch  re a che s  the  low-incom e  popula tion  through m e a ns  d iffe re nt from  the

e xis ting  Life line  qua lifying  p rogra m s .  In  o the r words ,  wh ile  the  s a m e  s oc ia l

s e rvice  a ge ncie s  ofte n a dm inis te r Fa m ily As s is ta nce  a nd Food S ta m ps , the y

a re  un like ly to  be  re s pons ib le  fo r the  S choo l Lunch  p rogra m .  S im ila rly,

hous e holds  tha t qua lify for the  S ta te  Ea rne d  Incom e  Ta x Cre dit re ce ive  th is

be ne fit by tiling  for it on  a  S ta te  ta x re turn ,  a nd  not th rough a pplica tion  or

o the r m e cha nis m  of in te ra c tion  with  the  loca l s oc ia l s e rvice s  infra s truc ture .

Als o in  the  ca s e  of e a ch of the s e  progra m s , the re  is  a  h igh like lihood tha t

pa rtic ipa tion  in  the s e  progra m s  will no t be  s ign ifica n tly a ffe c te d  by the

de ve loping cha nge s  in  the  a s s is ta nce  progra m s  occa s ione d by we lfa re  re form .

Accord ing ly,  e a ch  p rogra m  is  like ly to  con tinue  a ccura te ly to  ide n tify low-

incom e  hous e holds  inde pe nde ntly of cha nge s  tha t m a y be  occurring  in  the

o the r p rogra m s  now us e d  to  e s ta b lis h  Te le phone  Life line  e lig ib ility.

Q. Aren't most of the families who would be eligible for these supplemental

programs already income eligible for the programs that are currently

used to certify Telephone Lifeline eligibility?

A.
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While  the  income guide lines for these  programs often overlap, each program

has a  se ries  of other e ligibility requirements so a  household may be  e ligible

for one  program but not another. For example , re sidents  living in subsidized

housing a re  not e ligible  for the  HEAP  program even if the ir incomes fa ll

be low the  guide lines (unlessthey pay hea ting costs  separa te ly from the ir

hea t), but may have  been Food S tamp e ligible  and, before  welfare  re form,

would have  rece ived Te lephone  Life line  bene fits . When the ir pa rticipa tion in

the  Food S tamp Program ended, they.may have  lost the  Life line  benefit. This

family, however, is  like ly to have  children pa rticipa ting in Child Hea lth P lus

1 0
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or the  Free  or Reduced Price  Nationa l School Lunch Program or to have

cla imed a  S ta te  Earned Income Tax Credit, and could re ta in the ir Life line

participa tion, if these  were  added to the  lis t of programs used to establish

Life line  e ligibility.

Q. What is the National School Lunch program and what are its income

eligibility criteria?

The  Na tiona l School Lunch program is  the  fede ra l program by which school

age  children from low-income households qua lify to rece ive  free  or reduced

price  lunch (and in some  cases , breakfas t) a t school. Eligibility for the

program is based on family income and the  income thresholds a re  established

percent of the  applicable  family s ize  income leve ls  conta ined in the  nonfarm

income poverty guide lines prescribed by the  Office  of Management and

Budge t " and, for reduced price  lunch, a s  "l85 pe rcent of the  applicable

family s ize  income leve ls  conta ined in the  nonfarm income poverty guide lines

prescribed by the  Office  of Management and Budge t . "
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Q. Has the National School Lunch Program been used in other jurisdictions

as a program to qualify households for Telephone Lifeline assistance?

Yes, the  FCC recently addressed its  concern tha t te lephone subscription was

low on Indian and triba l land by expanding the  lis t of programs which could

qua lify customers  for Te lephone  Life line  ass is tance . Among the  added

programs was the  Na tiona l School Lunch program. The  FCC recognized the

Nationa l School Lunch program to be  one  of four "more  suitable  income

proxies" for the  low-income  popula tion tha t was the  subject of its  conce rn.

Twelfth Report and Order, Memorandum Opinion and Order, and Furthe r

Notice  of P roposed Rulemaking, Federa l Communica tions Commission, CC

l

A.

A.

1 1
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Q- What is the State Earned Income Tax Credit (EITC) program and what

are its income eligibility criteria?

The S ta te  EITC is  administe red through the  S ta te  income tax program. It is

modeled on the  federa1 EITC and is ta rge ted on low-income households and,

in pa rticula r, households  of the  "working poor" which may not qua lify for

other assistance  programs but which are  like ly to have  significant needs.

Under the  S ta te  EITC, the  taxpayer identities himself or herse lf on the  S ta te

tax re turn as a  recipient of the  federa l EITC and cla ims the  additional S ta te  tax

credit on the  S ta te  re turn. Because  of its  design, the  S ta te  EITC adds no

additiona l e ligibility crite ria  to those  e s tablished for the  fede ra l EITC. Under

the  fede ra l EITC, e ligibility is  provided for households  with two or more

children and incomes be low $32,12l, for households  with one  child and

incomes be low $28, 250, and for households with no children and incomes

be low $10,700.
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Q~ What is the State Child Health Plus program and what are its income

eligibility criteria?

The S ta te  Child Health P lus program is  a  hea lth insurance  program for

children in low-income  households  tha t do not qua lify for Medica id.

Eligibility is  open to a ll, without rega rd to income , but family contributions  to

the  premium costs  depend upon family income . Children from familie s  with

incomes be low the  Federa l Poverty Line  (FPL) a re  genera lly enrolled in

Medica id ra the r than Child Hea lth P lus . Children from familie s  with incomes

above  192% of the  FPL may enroll in Child Hea lth P lus  but the  family is

required to pay the  entire  cost of the  premium. It is  there fore  reasonable  to

i

A.

A.
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assume that most Child Health P lus families have incomes between 100% and

200% of the  FPL.

Q- Does this conclude your testimony?

1

2

3

4 A. Yes.

1 3
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State of Arizona CAP Directory

Phoenix: Maricopa County:

City of Phoenix Human Services Dept
PH: (602) 262-6666 FAX: (602)495-0870
200 W Washington, 18th Floor
Phoenix AZ 85003
Gloria Hurlado, Director
Email: gloria.hurtado@phoenix.gov

Maricopa County Human Services Department
PH: (salz) 506-5911 FAX: (602)506-4982
234 N Central Ave 3" Floor
Phoenix AZ 85004
Marge Leyvas, Acting Director
Email: mleyvas@mail.marioopa.gov

Central Phoenix Family Services
PH: (602) 534-1250 FAX: (602) 534-1593
1250 S 7th Ave
Phoenix AZ 85007
Lanae Craw,Director
Email: lance.craw@phoenix.gov

Avondale CAP
PH: (623)478-3060
1007 S Third St
Avondale AZ 85323
Dan Davis,Director
Emai\: ddavls@avondale.org

FAX: (523)478-3807

Travis L. Williams Family Services
PH: (602) 534-4732. FAX: (602) 534~2785
4732 S Central Ave
Phoenix AZ 85040
Joe Kress, Director
Email: }oe.kress@phoer1ix.gov

Buckeye CAP
PH: (623) 386-2588
201 E Centre St
Buckeye AZ85326
Janine Guy,Director, Ext 26
Email:

FAX:

John F. Long Family Services
PH: (502)262-6510 FAX: (602) 262-
3454 N 51 st Ave
Phoenix AZ 85031
Jane Forino, Director
Email: janejorin

Chandler CAP
PH: (480)983-4321
77 W Chicago
Chandler AZ 85244
Christine Wetherington,Director
Email: cwetherington@csainc.org

FAX: (480) 821-0997

Sunnyslope Famlly Services
PH: (602)495-5229 FAX: (602)534-2773
914 W Hatcher Rd.
Phcerlix AZ 85021
Phyllis Crawford, Director
Email: phyllis.crawford@phoenix.gov

El Mirage CAP
PH: (623)937-0500 FAX: (623) 583-2162
14o10 N EI MirageRd
El Mirage AZ85335
Lorenzo Aguirre,Director
Email: Iaguirre@cityofelmirage.org

Mesa:
Gila Bend CAP
2 PH: (602)252-3185, (928) 583-2244
FAX: (602)258-7241
202 N Euclid Si
Gila Bend AZ 85337
DianeDempsey, Director
Email:gilabendcap@msn,com

City of Mesa Community Revitalization
Division
PH: (480) G44-2968 FAX: (480)544-4842
20 E Main St Suite 250
Mesa AZ 85211
Nichole Ayoola,Director (480)644-5583
Email: Nioole.Ayoola@dtyofmesa.org

MesaCAN
PH: (480) 833-9200
635 E Broadway
Mesa AZ 85204
Pat Gilbert, Director
Email:pat@mesacan.org

FAX: (480)833-9292

Gilbert CAP
PH: (480) 892-5331 FAX: (480)892-7158
1140 NGilbertRd, #109 *
Gilbert AZ 85234
Espie Felix, Director
Email: efelix@csainc.org

G:\TAP\.'\ri2n11a\AZ Wnrkshap\CAP Dixectory.doc Raised 10102004



Apache, Co conino, Navajo,
Yavapai:

Maricopa County (cont):
Glendale CAP
PH: (623)930-2854
5850W Glendale Ave.
GlendaleAz 85301
NormaAlvarez, Dlreclor
Email: nalvarez@glendaleaz.com

FAX: (623) 930-2141
Northern Arizona Council of Governments
PH: (928) 774-1895 FAX: (QZB)773-1135
119 E Aspen Ave
Flagstaff Az 86001
Ken Sweet,Director
Email: ksweet@naoog.orgGuadalupe CAP

PH: (480)730-3093 FAX: (480) 505-5383
9241 S Avenida Del Yaqui
Guadalupe AZ 85283
Ramon Leon,Director
Email:l*leon@quadalupe.org

221 N MarinaSt #201
Prescott AZ86302
PH: (928) 778-1422 FAX: (928) 778-1758

Pearla CAP
PH: (623) 979-3911
8335 W Jefferson
Phoenix AZ 85345
Josi Salas, Director
Email: peoriaoap@msn.oom

FAX: (623)878-8221

Scottsdale Vista Del Camino CAP
PH: (4a0) 312-2323 FAX:
7700E Roosevelt
Scottsdale AZ 85257
RitaKoppinger, Director
Email:rkoppinger@ci.scottsdale.az.us

Cochise, Graham, Greenlee,

Santa Cruz:

Tempe CAP
PH:(480)350-5880
2150 E Orange
Tempe AZ 85281
Beth Fiorenza, Director
Email: bethf@tcaainc.com

FAX:

Southeastern Arizona Community Action Program
PH: (928)428-2872 FAX: (928)428-0859
Libradom. (J.R.) Ramirez, Director
283 W 5th St
SaffordAZ 85546
Email: seacap@mchsi.com

490 N Chenoweth
Nogales AZ 85621
PH: (520)287-5066 FAX: (520) 287-4796

Tolleson CAP
PH: (623) 938-1407 FAX:
9555 W Van Buren St
Tolleson AZ 85353
JohnPaul Lopez, Director
Email: jplopez@tollesonaz.org

1326 W Highway 92 #11
Bisbee AZ 85603
PH: (sao) 432-5401 FAX: (520)287-4796

I

300 W Stewart
Willcox AZ 85643
PH: (520) ss4-a12o FAX: (520)384-0038

FAX: (928)684-7897
Wlckenburg CAP
PH: (928) 684-7894
255 N Washington
Wickenburg AZ 85390
David Hays, Director, Ext 101
Email:wickenburgcap@cableaz.com

255 Shannon He
Clifton AZ85533
PH: (928) 865-3214 FAX:

I
I
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Coconlno County: La Paz, Mohave, Yuma:
Coconino County Community Services
PH: (928) 522-7979 FAX: (928) 522-7965
2625 N King St
Flagstaff AZ 86004
Verna Fischer, Director, (928)699-4152
cellular
Email:vfischer@oo.coconlno.az.us

Western Arizona Council of Governments
PH: (928) T82-1886 FAX: (928)329-4248
224 S 3rd Ave
YumaAZ 85364
Brian Babiars, Director, (928) 920-2574 cellular
Email: wacogbrian@yahoo.com

850 w Grant St
Williams AZ 86046
(928)635-2628 FAX: (928)635-0241

208 N 4th St
Kingman AZ 86401
PH: (928) 753-6247 FAX: (928)753-7038

467VistaAve
Page AZ 86040
PH: (928) 845-3108 FAX: (928)645-1836

1713 Kofa St Suite D
Parker AZ 85344
PH: (928) 669-9465 FAX: (928)669-9466

FAX: (928)773-11a5

Northern Arizona Council of
Governments
(928) '774-t895
119 E Aspen Ave
Flagstaff AZ 86001
Ken Sweet, Director
Email:ksweet@nacog.org

Pima County:

221 N Marina St #201
Prescott AZ 86302
(928)778-1422 FAX: (928)778-1756

Pima County CAA
PH: (520)243-5700 FAX: (520)243-S799
2797 E Ajo Way 3rd Floor
Tucson Az 85713
RosemariaDiaz. Director
Email: rdiaz@csd.pima.gov

Gila County: Pinal County:
Glla County Ccmmunlty Services
Division
PH: (928) 425-7631
PO Box 2778
GIOb8 AZ85502
David Fletcher, Director, (928)701-1115
cellular
Email: dfletcher@co.glla.az.us

FAX: (928)425-9458

Community Actlon Human Resources Agency
PH: (520)468-1112 FAX:(520)456-0013
311 N MainSt
Eloy AZ 85231 -2511
Mary Lou Rosales, Director,(520)580-1837cellular .
Email: mlrosales@cybertrails.corri

5515 S Apache Ave
Globe AZ 85502
PH:(928)425-7631 FAX: (928)425-7521

107 W Frontier St Suite C
Payson AZ 85541
PH: (928) 474-1759 FAX: (928) 468-8056
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Arivaca Coordinating Council Human Resources Group

The Brewster Center Domestic Violence Services

Catholic Communi Services of Southern Arizona
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ROSTER OF CAA AGENCIES
FOR FISCAL YEAR 2005-06

FUNDED BY THE COMMUNITY SERVICES BLOCK GRANT
I
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P.O. Box 93
Physical Address: 17252 w. 5"' Street
Arivaca, Az 85601

President:
Contact
Phone:
Fax:

James Johnson
Donna Sala
398-2771
398~97BB

Provides congregate home delivered meals and food boxes to low-income
residents in the Arivaca area.

2425 n. Haskell Drive, Building #4
Tucson, AZ B571 B

Executive Director: Michele Schubert
Contact: Michele Schubert
Phone: 320-7556
Fax: 323-0122

Provides shelter services, support services, and education through Casa Amparo
to women and children who are victims of domestic violence.

5009 E. 29M Street
Tucson, AZ 85711

Executive Director:
Contact:
Phone:
Fax:

Marguerite Harmon
Linda Hutchings
B24~1582
519_1303

Maintain and operate a food bank in the Robles Junction/II'hree Points area.
Services will be provided one day a week (Tuesdays 3-6 p.m.).

l

i

i



Community Home Repair Projects of Arizona (CHRPA)

Community Food Bank

El Rio Santa Cruz Neighborhood Health Center

12/02/2005 12:48 FAX 5207983203 PKMA UNH COMM SVCSTI av lg4 uu:s/ow

P.O. Box 26215
Tucson, AZ 85726

Executive Director:
Contact:
Phone:
Fax:

Scott Coverdale
Scott Coverdale
745-2055
745-2359

Provides minor home repair services to low-inoome residents of Pima County.

3003 S. Country club Road
Tucson, AZ 85725-2757

Executive Director: Barbara Joy Tucker
Contact: Varga Garland
Phone: 622-0525
Fax: 624-6349

Provide nutrition education and assisting low-income residents of Pima County in
establishing a garden at their homes to increase their food security.

839 W. Congress Street
Tucson, Arizona 85745

I

I

I

Executive Director:
Contact
Phone:
Fax:

Kathy Byrne
Linda Lopez
B70-391B
670-38141

Provides prescription medication and medical supplies to patients who are Iow-
income and registered with El Rio Health Center.

r

r
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209 s. Tucson Blvd., Suite 1
Tucson. AZ 85716

Executive Director
Contact
Phone

Frank Williams
Lana Baldwin
327-4583
795-7604

Provide shelter services and other support services to pregnant youth who are
homeless or at risk of becoming homeless in the Mara fa, Picture Rocks, Avra
Valley and other areas in the northwest side of town

8485 S. Craycroft (Location Site)
6816 s. Van Buren (Mail)
Tucson. AZ B5706

President:
Contact
Phone

W.L. (Roy) Smalley
Phyllis McKenzie or Dolly Hurley
574-2283
574-2273

Provides emergency food boxes and limited financial emergency assistance to
low-income residents of Pima County

4210 n. Campbell Avenue
Tucson. AZ 85719

Executive Director:
Contract

Cynthia Flynn
Linda Block
628-5161
626-5849

Provides information (Resource Manual) to grandparents raising grandchildren
support groups, and support services to help maintain family stability



ClinicSt. Elizabeth of Hunger

San Ignacio Yaqui Council

Wingspan
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140 W. Speedway, Suite 100
Tucson, AZ B5705-7598

Executive Director: Nancy Metzger
Contact: Maria Elena Acuna
Phone: 628-7871
Fax: 205-8461

Provides medications andlor medical supplies to low-income residents of Pima
County.

785 W. Saguaro
Tucson, Az 85705

President:
Contact
Phone:
Fax:

Arcadia Gastellum
Emilio Caiz
884-B527
792-1650

Provides emergency assistance, including but not limited to, rent/mortgage
assistance, clothing, food vouchers, bus passes, non-prescription medications to
low-income residents of Pima County.

425 E. 7th Street
Tucson, AZ 85705-8513

Executive Director:
Contact:
Phone:
Fax:

Kent Burbank
J.C. Olsen
824-1779
824-0364

I
I
I ~Provides a drop-in center, weekly support groups, leadership and ski1l-building

for LGBT youth.
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Youth on Their Own
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1443 W. Prince Road
Tucson, AZ 85705

Executive Director:
Contact:
Phone:
Fax:

Provides monthly stipends to homeless youth ages 8-22 who are attending
school. Other services include food, a clothing bank, tutoring, counseling,
medicaVdental care, personal hygiene items, and scholarship opportunities.

5
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Erhorgoncy Sorvicoc Network
Roster of Agencies

(Revised August8, 2005)

Chicanos Por La Cause
Atln: Cristine Abeyta
200 N. Stone
Tucson. AZ 85701
(520) 882-0018
Fax: 882-4191

Tucson Urban League
Attn: Shani Stewart
2305 s. Park Avenue
Tucson, AZ 85713
(520) 791-9522
Fax: 623-9364

Salvation Army
Attn: John Barnes
3525 E. 2F10 Street, #1
Tucson, AZ B5'/16
(520) 323-6080
Fax: 546-596B

Project PPEP
Attn: Danny Dyas
806 E. 46"' Street
Tucson, AZ B5713
(520) 622-3553
Fax: 622-1480

Traveler's Aid
Attn: Paula Block
40 w. Veterans Blvd .
Tucson, AZ 85713
(520) 622-8900
Fax: G22-2964

As. Hag. 8. Prov. Svs.
P.O. Box 13122
Tucson, AZ 85711
(520)498-4613 (up)
Fax: 795.1727

interfaith Community Services
Attn: Terri SmithlBonnie Kampa
2820 W. Ina Road
Tucson, AZ 85741
l5zo) 297-5049
Fax: 797-3029

Tucson Indian Center
Attn: Jacob Bernal
97 E. Congress
Tucson, AZ 85701
(520)884-7131
Fax: B84-0240

Ajo Community Svs.
Attn: Mary Garcia
12o Estrella
Ajo, AZ 85321
1-520-38T-5511
Fax: 1-520-387-5596

#****ii**i*i*it***i***¢**il§***iii**9*iiiii*itit!i!i!¢\'*i*i'l*iiii'l¢1*/-kt~l*i*i**'l***#*i***ii~ktI*~ki*i**ii*¢tl*\'t*ti

PIMA COUNTY LIHEAP AFFILIATES

Greater Littleton HRG
Attar I
0816 S.
Tucson, AZ 85998
(520) 514-2263
Fax: 574-2273

v . _

Ppvalli §§KI?. ' }56.60\  i t

85434

Catalina Area
143B0 N. Oracle
Tucson, AZ 85737
(520) B25-828B or 825-9611

Marina Food Bank
Attn: Dolores Escobedo
11734 W. Grier Road
Maraca, AZ 85653
(520) G82-3001
Fax: 682-413B

Arivaca Cooed. Council HRG
Attn: Donna Sale
P.O. B0x8Q3
Arivaca,AZ aseol
(520)398-2771
Fax: 398-9788

Picture Rocks Community Ctr.
Attn: Billie Donahue
5615 n. Sanders Road
Tucson, AZ B5743
(520)682-7166
Fax: 682-7026

As. Hsg. & Prevention Svs.
P.O. Box 13122
Tucson, AZ 85711
(520) 498-4613 (VP)
Fax: 795-1727

r

l
l

San Ignacio Yaqui Council
Attn: Jackie Lopez ,
7B5 W. Saguaro
Tucson, AZ 85705
(520) 884-8527
Fax: 792-1650
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Arizona Corporation Commission

DOCKETED
JEFF HATCH-MILLER, Chairman
WILLIAM A. MUNDELL
MARC SPITZER
MIKE GLEASON
KRISTIN K. MAYES

JUN 2 9 zoos

In-l»l .anus ll u.

1

2 COMMISSIONERS

3

4

5

6 IN THE MATTER OF

7 PAC~WEST TELECOMM, INC.,

Compla ina n t,

DOCKET NO. T-0105 l B405-0495
DOCKET no. T.03693A.05-0495

DECISION no. 68820

OPINION AND ORDER

8

9  vs .

1 0  Q WE S T  coR p oR Anon,

l l Re s ponde nt.

12 DATE o1= HEARING;

13 PLACE oF I-EARING: .

14 ADMINISTRATWE LAW JUDGE:

15 APPEARANCES:

October 24, 2005 (oral argument only)

Phoenix, Arizona

Jane Rodder'

Joan s. BLllk¢, OSBORN MALEDON, on behalf
of Plc-West Telecomm, and

Norman G. Cumight, Corporate Counsel on
behalf of Qwest Corporation.

16

17

18

19 On July 13, 2005, Pay-West Telecomin, Inc. ("Pay-West") filed with the Arizona Corporation

20 Commission("Commission") a Formal Complaint Regarding Enforcement of an Interconnection

21 Agreement against Qwest Corporation ("Qwest") alleging that Qwest has failed to comply with

22 cenMtems of the parties' interconnection agreement.

23 On July 15, 2005, Qwest was notified by the Commission's Docket Control of the formal

24 complaint docketed by Plc-West. .

25

26 Answer and for Briefing Schedule with a suggested briefing schedule.

27 .

28

BY THE COMMISSION:

On August 16, 2005, Pay-West and Qwest Bled a Joint Stipulation for Extension to File

| Administrative Law Judge Jane Rodder conducted the hearing in this proceeding and Administrative Law Judge Amy
Bjelland drafted the Recommended Opinion and Order.

S:\Bjelland\Tclecom\Complaint\050495 ROO w amcndments.doc I
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1
i
i

On August 22, 2005, Qwest filed its Answer to Plc-West's Complaint to Enforce its

2 Interconnection Agreement and Counterclaims

On September 13, 2005, a ProceduraI Order was issued in this docket setting forth a briefing

schedule and a time for oral argument

On September 14, 2005, Pay¢west and Qwest each tiled a simultaneous Opening Brief in this

4

5

6

7

8

docket

On October 5, 2005, the parties filed a Joint .Stipulation Regarding Briefing Schedule

requesting an extension. of time for filing simultaneous responsebriefs

On October 14, 2005, a Procedural Order was issued in this docket extending the deadline for

i

i

10 tiling response briefs and retaining the date for oral argument

11 On October 19, 2005, the parties each filed simultaneous Response Brief in this docket

12 A hearing for the purpose of oral argument convened on October 24, 2005, before a duly

13 authorized Administrative Law Judge of the Commission. Each party appeared with counsel and

14 agreed that a recommended order should be issued based Orr the legal issues raised and argued in the

At the conclusion of the hearing, the matter was t&en under

1.8

19

20 Authority

21 On January l7, 2006, Qwest tiled a Reply to Pay-\Vest's Response to Qwest's Supplemental

15 docket and at oral argument.

16 advisement pending issuance of a recommended opinion and order

17 On December 7, 2005, Qwest filed a Notice of Filing Supplemental Authority

On December 20, 2005, Qwest filed a Notice of Second Filing of Supplemental Authority

On January 9, 2006, Pay-West filed a Response to Qwest's Supplemental Citations Of

22 Citations of Authority

23 On January 23, 2006, Qwest filed its Notice of Third Filing of Supplemental Authority

24 On February 1,.2006, Qwest filed its Notice of Fourth Filing of Supplemental Authority

On February 3, 2006, Qwest filed its Notice of Fifth Filing of Supplemental Authority

On February 13, 2006, Pay-Westiled its Notice of Filing of Supplemental Authority

On February 16, 2006, FennemoreCraig, attorneys for Qwest, tiled a Notice of Withdrawal

28 stating that Qwest has been advised of and consented to the withdrawal, and that pleadings in the

26

2 DE C IS IO N n o . 68820
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1 2

13

.14

15

1 6

Matter previously sent to Fennernore Craig should `be directed to Norman Curtright. Substitution of

counsel was approved by procedural order on February 23, 2006.

On March 10, 2006, Pay-West filed its Second Citation of Supplemental Authority.

OnMarch 28, 2006, Qwest filed its Notice of Sixth Filing of Supplemental Authority.

On April 5, 2006, Plc-West filed its Third Citation of Supplemental Authority.

On April 12, 2006, Qwest filed its Notice of Seventh Filing of Supplemental Authorities.

On April 13, 2006, a Recommended Opinion and Order was issued.

On April 20, 2006, Qwest filed a Motion for an Order Suspending the Recommended Opinion

9 and Order, and for Additional Briefing, with Request for Expedited Consideration.

On April 21 , 2006, Plc-west filed a Response to Qwest's Motion.

On April 24, 2006, Qwest fled Exceptions to the Administrative Law Judge's Recommended

Opinion and Order. On this day Staff filed a Motion for Clarification of the Recommended Opinion

and Order. Pay~West responded to Staff's Motion on May 16, 2006.

On April 25, 2006, by procedural order, the parties were ordered to provide supplemental

legal briefing regarding Global NAPs v. Verizon New England, 2006 WL 924035 (IS Cir., April ll,

2006). . r

17

18

. ON May 10, 2006, the parties filed supplemental briefs.

On May 16, 2006, Qwest filed a Reply to Supplemental Brief of Pay-west Telecom.

On May 17, 2006, Level 3 Communications filed Comments. Rearding the Global NAPs

20 Decision in this docket. .

19

2 1

22

On May 22, 2006, Qwest filed a Motion to Strike Level 3's Comments.

On May 30, 2006, a letter from Pay-West's President and CEO, Hank Carabelli, was

23 docketed.

24 On June 2, 2006, a letter &om Qwest's State President, Patrick J. Quinn, was docketed.

25 On June .15, 2006, a procedural order was issued granting Qwestls motion to strike Level 3's

26 comments in this docket.

27 * * 4= * * * * * * *

28 Having considered the 'entire record herein and being silly advised -in the premises, the

3 DECISION no. 68820
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1 Commission finds. concludes. and orders tHat

4

5

6

7

8

i
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FINDINGS OF FACT

Plc-West is a public service corporation and competitive local exchange company

("CLEC") that is certified to provide competitive telecommunications services in Arizona. Pay-west

is authorized to provide switched and non-switched local exchange and long distance service in

Arizona

2 Qwest is an incumbent local exchange company ("ILEC"), as defined in 47 U.S.C. §

251(h), that provides local exchange and other telecommunications services throughout Arizona

Plc-West and Qwest are parties .to a Local Interconnection Agreement

10 ("Interconnection Agreement" or "ICA"), approved by the Commission in Decision No. 62137

l l (December 14, 1999)

12 4 On April 27, 2001, the FCC released its Order on Remand and Report and Order In

13 the Matter of lmplementation of the Local Competition Provisions of the Telecommunications Act q

14 1996 and Intercarrier Compensation for ISP-Bound Traffic. CC Docket Nos. 96-98 & 99-68. FCC

15 01-131 ("ISP Remand Order"). The ISP Remand Order held that, through §251(g) of  the

16 Telecommunications Act of 1996 (the "Act"), Congress intended to exclude ISP-bound traffic from

17 the reach of §251(b)(5). ISP Remand Order 111. Thus, the FCC found that ISP-bound traffic is not

18 subject to reciprocal compensation under §251(b)(5). Id 1135. The FCC reaffirmed that ISP traffic is

19 predominantly interstate access frame subject to Section 201 of the Act and on an interim basis

20 established rates for the exchange of such traffic, as well as set growth caps

21 On May 24, 2002, Pay-W est and Qwest entered into an amendment ("ISP

22 Amendment") to their Interconnection Agreement, which was filed with the CommiSsion and became

23 effective by operation of law pursuant to § 252(e)(4) of the Act on May 19, 2003. The ISP

24 Amendment provides that each party presumes that traffic delivered to the other party Mat exceeds a

25 3:1 ratio of terminating to originating traff ic is ISP-bound. The parties agree that Plc-WeSt

26 terminates more calls for Qwest than Qwest terminates for Pac-West

27 Sections 1.4 and 3.1 of the ISP Amendment provide that " 'ISP Bound' [traffic] is as

28 described by the FCC in [the ISP Remand Order]," and that "Qwest elects to exchange ISP-bound

DE C IS IO N n o . 68820
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1 titanic at the PCC ordered rates pursuant to the [ISP Remand Order]." . Section 5 of the ISP

2 Amendment provides "the reciprocal compensation .rate elected for (§251(b)(5)) traffic is the rate

3 applied to ISP traffic." The ISP Amendment so provided for a cap on minutes for which

I

I

4 compensation is reqLu'red for the years 2001, 2002, and 2003[

5 Due to a dispute regarding whether Qwest was obligated to compensate Pay-West for

6 minutes over the growth caps after December 31, 2003, Pay-West and Qwest entered into private

7 arbitration as provided for in the dispute resolution provision of their ICA. While the Pac-

.8 West/Qwest arbitration was pending, the FCC issued its Core Order.2

8. . In an arbitration decision dated December 2, 2004, the Pay-West/Qwest arbitrator

7.

9

10 found that the ISP Remand Order discontinued the minutes cap after December 31, 2003. The Pac-

l l West/Qwest arbitrator .further found that, rather than changing the law established by the ISP Remand

12 Order, the Core Order clarified the FCC's intent to discontinue the minutes cap after 2003. Based oh

13 these findings, the Plc-West/Qwest arbitrator ordered that Pac-West was entitledto compensation for

14 all ISP-bound traffic, without application of the growth caps, beginning on January 1, 2004.

15 9.

I
i

i
I

I

I

i
I
I

25

26

I

18 N}O{ to an ISP customer physically located outside the rate center to which the NPA-NXX is

21. "

22

23

24

27

28

Subsequent to the Pay-West/Qwest arbitration decision, Qwest notified Pac-West on

16 December 29, 2004, that it would withhold reciprocal compensation for Virtua] NXX ("VNXX")

17 traffic retroactive to the beginning of 2004. Plc-West offers VNXX service by assigning an NPA-

.19 assigned. The North American Numbering Plan provides for telephone numbers consisting of a three

20 digit area code (Number Plan Area or "NPA"), a three digit prefix ("NXX") and a four digit line

nurnbeN As the Commission noted in Decision No. 66888 (April 6,.2004) ("AT8cT Arbitration"):

NXX calls are assigned to particular central offices or rate centers. nth in
the state and are associated with specific geographic areas or exchanges.
The defrnitiOnis important for determining whether a call will be routed .
and rated as a local call, and subject to reciprocal compensation, or as a

_ toll call subject to access charges...;Qwest offers an FX service, under
which for a monthly fee, Qwest provides customers in one rate center with
a NPA-NXX assigned to another rate center, so that calls can be placed to
and from the FX subscriber to and from customers in the foreign rate

z Petition of Core Communications, Inc. for Forbearance Under 47.USC. § I60(c)from application of the ISP Remand'
Order, WC Docket03-171, FCC Release No. 04-241 (October 18, 2004).II

II 5 DECIS ION NO. 68820
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center without incurring toll charges....Both FX service and VNXX
services have the effect of expanding the local calling area for the
customer

AT&T Arbitra tion, pp. 7-8

Reciprocal Compensation Under the ISP Amendment

I

Pay-West Position

10. Pac-West argues that Qwest breached its obligation under the ICA and ISP

Amendment by refusing to compensate Pac-West for all ISP-bound traffic, includingVNXX traffic

originated by Qwest customers and terminated by Pac-West via Pac-West's VNXX service. Pac

West alleges that Qwest has withheld $443,784.34 in compensation owed Plc-West for local

exchange traffic terminated between January l, 2004 and May 31, 2005

l l . Pac-West states that, in a practical sense, VNXX is indistinguishable from FX service

and that therefore it is eligible for reciprocal compensation under the ISP Amendment. Pac-West

f\u'thercontends that,pursuant to WorldCom, Inc. v. FCC,288 F. ad 429 (U.s.App.D.c. 2002), ISP

bound traffic is not §251(g) traffic, or toll traffic, and therefore all ISP-bound traffic, including

VNXX, is subject to reciprocal compensation pursuant to §25l(b)(5)

12. Plc-West distinguishes the AT&T Arbitration, which excluded VNXX traffic from the

definition of "Exchange Service" for an ICA between AT&T and Qwest, from the instant matter in

three ways. First, the AT&T Arbitration decided prospective language for an ICA, second, the

parties in that matter disputed and sought clarification for the term "Exchange Service" with regard to

VNXX traffic and not to intercarrier compensation, and third, the Decision indicated the

Commission's reluctance to decide in that matter "a future dispute concerning AT&T's VNXX

service which may or may not arise under that provision." AT&T.Arbitration at 13

13. Pay-West requests that the Commission order Qwest to comply with the ICA with

regard to the reciprocal compensation allegedly owedPac-West for the transport and termination of

all local traflfic,inc1uding ISP-bound traffic and all VNXX traffic originated by Qwest. Pac-West

requests that Qwest be ordered to md<e the payment owed to Pac-West, as well as interest for all

overdue payments at the interest rate specified in the ICA

14. In its Supplemental Brief; Pay-West addressed the impact ofthe Global NAPs decision

DECIS ION NO 68820
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(2006 WL 924035 (1" Cir;,~ April 11, 2006)) on the Recommended Opinion and Order. Pay-West

argued that Global NAPs does not affect the Recommended Opinion and Order because its holding

deals solely with whether the ISP Remand Order preempted state authority to impose access charges

for interexchange VNXX ISP-bound traffic. In addition to discussing the merits of Global NAPs and

whether it is relevant to our consideration of the matters in this docket, Pac-West pointed out that the

decision is not binding in Arizona, which is within the jurisdiction of the Ninth CircLult Court of

App€a1s

Qwest's Position

15.. Qwest argues that i t  has not breached i ts obl igation under the ICA and ISP

10 Amendment because VNXX traffic is not included in ISP-bound traffic for purposes of reciprocal

11 compensation. Qwest states that routing ISP-bound calls to a server that is not physically located in

12 the same local calling area ("LCA") is contrary to the regulatory scheme set forth in the ISP Remand

13 Order, as well as contrary to well-established telecommunications jurisprudence. Qwest contends

14 that VNXX traf f ic is not local exchange traf f ic and is therefore not el igible for reciprocal

15 compensation under the ICA and ISP Amendment. Qwest denies Plc-Wes"t's allegation regarding the

16 amount of money at issue and states that the maximum amount owed for the period from January l

17 2004 through May 31, 2005 is $436,854.34

18 liQ Qwest states that VNXX traff ic is distinguishable from FX serv ice because FX

19 customers must purchase a local connection, pay for transport from the central office to their location

20 and because of the extreme disparity in the volume of traffic. Qwest's Opening Brief] pp. 30-31

21 Qwest specifies that VNXX traffic is not local traffic, and cites the Enhanced Service Provider

22 ("ESP") Exemption to supportits contention. Qwest argues that the ESP Exemption was a policy

23 decision made by the FCC before the Act, wherein ESPs, or providers Of communication that

24 modifies content, were. authorized to connect their points of presence through local seMce tariffs

25 even though the services provided were interstate in nature...Qwest states that based on the Act

26. ".[t]he FCC determined that ISms, the heirs to the old "enhanced service provider" designation, were

27 entitled to the same treatment [as ESPs] for compensation purposes. Thus, when an ISP is served by a

28 CLEC, the same analysis applies under Section 25 l(g) of the Act." Qwest Answer, 112 l

I
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17. Qwest provided numerous sUpplements  in this  docke t which included decis ions from

2 othe r s ta te s  purporting to support its  a rgume nt a ga ins t inclus ion of VNXX within the  de finition of

3 IS P -bound tra ffic a nd cite s  the  AT&T Arbitra tion in a rguing tha t VNXX doe s  not f`a 1l unde r the

4  de fin ition  of loca l tra ffic . In tha t ma tte r, we  a dopte d Qwe s t's  propose d de finition of "Excha nge

5 S e rvice", which did not specifica lly include  VNXX tra ffic

6 18. . Qwe s t re que s ts  tha t the  Commis s ion de ny a ll re lie f re que s te d by P a c-We s t in its

7 Compla int

19.8 In its Supplemental Brief, Qwest addressed the impact of Global NAPs on the

9 Recommended Opinion and Order. Qwest argued that Global NAPs requires revered of the

10 Recommended Opinion and Order and quoted extensively from the Global NAPs decision as well as

11 the Amicus Brief filed by the FCC in that case. Qwest argued that the Global NAPs decision

12 "requires (1) that the tern 'ISP-bound traffic' must be read in context and (2), when read in the

13 proper context, that the term 'ISP-bound traffic' refers only to local ISP traffic." Qwest

14 Corporation's Supplemental Brief, p. ll

15

16 20.

Resolution

The  crux of the  dispute  is  whe the r VNXX IS P -bOund tra ffic is  e ligible  for re ciproca l

17 compe nsa tion unde r the  ICA, the  IS P  Ame ndme nt a nd the  IS P  Re ma nd Orde r. , The  ICA .a nd its

18 amendments  only authorize  ce rta in ca tegorie s  of tra ffic (e .g., Extended Area  S e rvice  ("EAS ")/Locd

19 Tra ffic, Tra ns it Tra ffic, S witche d Acce ss  Tra ffic, Ancilla ry Tra ffic). The  ICA a nd IS P  Ame ndme nt

20 ma ke  no re fe re nce  to VN}O(. The  pre cise  cla ss ifica tion of VNXX tra ffic re ma ins  unse ttle d. Curre nt

21 jurisprudence at the federal level is inconclusive, and state jurisprudence is conflicting

21. We agree with Qwest that FX and VNXX services are distinct. However, this

23

24

25

26

27

28

difference does not mean that VNXX traffic is ineligible to receive reciprocal compensation Pursuant

to the ICA and ISP Amendment

22. The WorldCom court reviewed the FCC's ISP Remand Order and explicitly rejected

the proposition that §25l(g) carved out ISP-bound traffic from §251(b)(5) traffic, however the Court

did not vacate the Order as it found that die FCC could have arrived at the same result under different

reasoning. We cannot say that the ISP Remand Order is limited to ISms with a server located in the

8 DE CIS IO N no . 6882.0
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1. Same local calling area as its customers. Nor do°"vCfe believe that the ESP Exemption relied upon by

2 Qwest precludes the use of VN7Q( arrangements.

3 23. The Global NAPs case arose firm an arbitration decision issued by the Massachusetts

4 Department of Telecommunications and Energy ("DTE"), which determined that Global NAPs, the

5 CLEC in that case, was required to pay Verizon, the ILEC in that case, access charges for VNXX

6 traff ic, including for nonlocal ISP-bound traff ic. It is helpful to note the Global NAPs court's

7 succinct description of the intercarrier compensation debate:

8

9

10

1 1

12

The treatment of intercarrier compensation for ISP-bound traffic has been
a matter of considerable debate in recent years. Calls to ISms tend to be
long, and generally go exclusively from the ISP customer to the ISP. This
has created opportunities for regulatory arbitrage. For example, in the
context of reciprocal compensation, since reciprocal compensation flows
from the LEC whose customer makes the phone call to the LEC whose
customer receives the phone call, an [sic] LEC with a high proportion of
ISP customers - as Global NAPs has - stands to gain a windfall in a
reciproM compensation scheme which includes traffic to an ISP.13

14 Glo b a l NAP .: a t 113 (cita tions  omitted). i

15 24. Global NAPs contended that the ISP Remand Order had preempted the DTE's

16 authority to regulate intercarrier compensation for all ISP-bound traffic. Verizon argued thatyNXX

17 allowed Global NAPs to engage in regulatory arbitrage. The DTE's decision classified VNXX taus

18 according to the geographic end points of the call, and ordered the parties to work together to

19 determine geographic end points of VNXX calls to facilitate imposition of access charges. Global

20 NAPs challenged the imposition of these access charges on VNXX ISP-bound calls.

21 25. In its analysis of the issue, the Global NAPslcourt referred to the FCC's brief as

22 "he 1pfu l",s a ying

23

24

25

26

27

that "'[i]n some respects, the ISP Rectnand .Order appears to address all calls
. placed to ISms" but also that. "the administrative history that led up to the

ISP Remand Order indicates that in addressing compensation, the [FCC]
was focused on calls between dial-up users and ISms in a single local
calling area" Thus [the FCC Amicus Brief] concludes that the ISP

. Remand Order "can be read to support the interpretation set forth by
. either party in this dispute." . .

3 For easeof reference, Global NAPs citations reflect the pagination used in the copy appended to Qwest's Notice of
Seventh Filing ofSupplementalAuthority. . .̀28

9 DE C IS IO N n o . 68820
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The FCC further notes that "in establishing the new compensation scheme
for ISP-bound calls, the [FCC] Was considering only calls placed to ISms

. located in the same local calling area as the caller." According to the
FCC, "[t]he [FCC] itselfnas not addressed application of the ISP Remand
Order ro ISP-bound calls outside a local calling area or decided the
implications of using VNXX.numbers for intercarrier compensation more
generally

Id at 31-32 (quoting the FCC AmicusBrief) (emphasis added). After caren analysis of the Global

1

2

3

4

5

6

7

8

9

NAPs de cis ion a nd the  brie fs  of the  pa rtie s , we  find tha t the Globa l NAP s court a nd the  FCC's

Amicus Brief make more evident the fact that the law remains unsettled, in contrast to Qwest's

assertion that these two documents affirm its position, alone. Reasonable minds may differ on the

issue of what exactly the FCC meant with its ISP Remand Order. Ultimately, the Global NAP.; court

held that the ISP Remand Order did not preempt state authority to regulate intercarrier compensation

for all ISP-bound traffic, but, as Plc-West has pointed out in its Supplemental Brief, this is not

I

Mos t'im porta ntly,  we  a cknowle dge d in  tha t

10

11

12

13 dispositive to the resolution of this matter

14 26. The ISP Amendment provides in Section 2 that "Pursuant to the election in Section 5

15 of this Amendment, the Parties agree to exchange all EAS/Local (§251(b)(5)) traffic at the state

16 ordered reciprocal compensation rate." Section 5 provides "The reciprocal compensation rate elected

17 for (§251(b)(5)) traffic is...[t]he rate applied to ISP traffic." The plain language of the "ISP

1 g Amendment provides for reciprocal compensation for all ISP-bound traffic. Because it does not

19 exclude VNXX ISP-bound traffic, we Lind that such traffic should be subject to reciprocal

120 compensation under the terms of the ICA and ISP Amendment

21 27. The AT&T Arbitration prospectively dealt with the establishment of language to be

22 included in an ICA between the parties, specifically with the definition of "Exchange Service", rather

23. than how to deal with intercarrier Compensation.

24 Decision our unwillingness to determine a matter of such gravity without broad industry participation

25 and the participation of Star

26 pronouncement regarding the appropriateness of VNXX as it relates to intercarrier compensation

27 We base our decision in this Matter on the plain language of the specific contract temls

28 28. For the foregoing reasons, we find that by withholding reciprocal compensation for

In this matter, again, we are disinclined to make a sweeping

1 0 DEC IS ION NO 68820

l Lu lllll I



DOCKET no. T-01051 B-05-0495 et al

1 VNXX ISP-bound traffic, Qwest has breached the terms of the ICA and ISP Amendment

29. VNXX allows carriers to effectively extend the local calling areas established bathe

3 Commission. It is a departure from Me historic means of routing and rating calls and has broad

4 implications for intercarrier compensation. Because the issue of VNXX has now come before the

5 Commission more than once, and we anticipate that it will continue to be an issue in the future, we

6 will order Staff to open a generic docket to investigate and make recommendations in the form of a

7 Staff Recommendation to the Commission regarding VNXX. Issues to be addressed by Staff should

8 include what rates are applicable on an ongoing basis, whether VN)Q( results in misassigncd local

9 telephone numbers, and whether VNXX results in Misused telephone numbering resources. Our

10 Finding in die matter before us is premised on the language of the ICA and ISP Amendment and the

l l holding in the ISP Remand Order, and makes no findings concerning the appropriateness of VNXX

12 arrangements on a going-forwardbasis

13

14 30. Pay-West raised claims that the doctrines of "course of dealing"/estoppel and res

15 judicata preclude Qwest from raising objections to the use of VNXX, and that Qwest's opposition to

16 assigning phone numbers to allow VNXX arrangements is discriminatory. Given our resolution of

17 Pac-West's claim based on the plain meaning of the ICA and ISP Amendment, we do not reach these

18 issues

19 Qwest's Counterclaims

20 Qwest's Position

21 31. Qwest made Several counterclaims based on allegations that Plc-West violated

22 federal and state law. as well as the ICA

23 32. Qwest contends that Pac-West has misassigned. local telephone numbers and

24. NPA/NXXs in local calling areas other than the local calling area where its customer's ISP server is

25 physically located, misused telephone numbering resources and subsequently attempted to bill Qwest

26 the ISP Remand Order rate .for VNXX traffic, all in violation of federal law. Qwest Answer 1160

27 Qwest asks the Commission to order Pac-westto cease assigning NPA/NXXs in local calling areas

28 other than the local calling area where its customer's ISP servicer is physically located, and cease

Course of Dealing/Estoppel, Res Judicata, Discrimination

11 DECISION no. 68820
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1. Charging Qwest for such traffic, and further to lrequire Pay-West to properly assign telephone

2 numbers based on the physical location of its end-user or ISP customer. Id

33. Qwest contends that Plc-West has knowingly misassigned local telephone numbers to

4 ISP servers that are physically located outside of the local area to which the telephone number is

5 assigned in violation of Section 2.1.4.6.8 of Attachment 5 to the ICA. Qwest Answer 1166. Section

6 2.1.4.6.8 of Attachment 5 to the ICA provides that "[e]ach Party is responsible for administering

7 .NIX codes assigned to it...Each party shall use the [Local Exchange Routing Guide ("LERG")]

8 published by Bellcore or its successor for obtaining routing information and shall provide all required

9 information to Bellcore for maintaining the LERG in a timely manner

10 34. Qwest argues that Pay-West is violating the ICA by attempting to obligate Qwest to

11 send non-local ISP traffic over LIS timnks because the Single Point of Presence ("SPOP")

12 Amendments between the parties authorizes them to exchange only certain categories of traffic over

13 LIS trunks. Qwest Answer 1170. Qwest contends that VNXX traffic is not within one of these

14 authorized categories. Id

15 Pay-West's Position

16 35. Pac-West argues that there is no law that prohibits a carrier from assigning a telephone

17 number associated with one local calling area to a customer who is physically located in a different

18 local calling area, and states that if this were so, Qwest itself would be in violation. Pac-West

19 Opening Brief 1['l1 1-2. _Pac-West further made an "unclean hands" argument that Qwest seeks

20 Compensation from Pac-West for calls made to customers using Qwest's FX service and features

219 including ISms. Id Pac-West argues that any alleged federal violation is nth in the exclusive

22 jurisdiction of the FCC and not the Commission. Id Pay-West further argues that the appropriate

23 venues to raise the issue of how a can*ier assigns telephone numbers to its customers would be with

24 the North American.Numbering Council, the North American Numbering Plan Administrator, or

25 another body with responsibility for national numbering issues. Id

26 36. Pac-West argues that it has not violated Section 2.1.4.6 of Attachment 5 of the ICA

27
Pay-West and QWest entered into. the SPOP Amendment in 2001. The amendment was approved by Decision No

63736 (June 6, 2001)

i
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1 Pac-West statesthat Section 2.1 .4.6 cannot reasonably be construed to create an independent contract

2. obligation with respect to how a party obtains or uses telephone numbers. Pay-West Opening Brief

3 114. Even if there were such a contractual duty (which Pac-West asserts there is not), Plc-West states

4 that it has not violated such obligation. Id Pay-West quotes Section 2.14 of the Central Office Code

5 (NXX) Assignment Guidelines ("COCAG"), which states "from a wireline perspective that [central

6 office] codes/'blocks allocated to a wireline sewiceproWder are to be utilized to provide service to a

7 customer's premise physically-located in the same rate center that the [central office] codes/blocks

8 are assigned. Exceptions exist, for example tariffed services such as foreign exchange service."

9 37. Pac-WeSt contends that FX ISP-bound traffic is included within the .definition of .

10 18As/L0c¢l Traffic, and is covered by the ISP Amendment to the ICA, and therefore Pac-West is not

11 improperly routing traffic over LIS trunks. Pay-west Opening Brief 114. The ICA defined toll traffic

12 as "traffic that originates in one Rate Center and terminates in another Rate Center with the exception

13 of traff ic that is rated as EAS, and defines EAS as "intraLATA traffic treated as 'local' traffic

14 between exchanges (rather than as 'toll' traffic) as established by the Commission and as reflected in

15 the effective US West tariffs."

16 .

38.

Resolution
|

17 Om resolution of the dispute addresses Qwest's counterclaims; The generic docket

18 will determine whether VNXX is in the public interest.

19 CONCLUSIONS OF LAW

20 Plc~West and Qwest are public seMce corporations within the meaning of Article XV

.

.
I
4

.1.

\ .21 Of the Arizona'ConStitution.

... 22 2. .Pay-Westarid Qwest are telecommunications carriers within the meaning of 47 U.S.C.

. 23 §§251 ̀ ana 252) .

24 3.` .The Cornrnission has jurisdiction over Plc-West and Qwest and the subject matter of

25 the Complaint pursuant to. 47 u,s.c. §§251 and 252 and A.A.C. R14-3-106.

26 4. The Commission's resolution of the issues pending herein is just and reasonable,

27 meets the requirements of the' Act and regulations prescribed by the FCC pursuant to the Act, and is

.28 iN the public interest..

I
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12

13

14

IT IS  THEREFORE ORDERED tha t Qwe s t Corpora tion sha ll compe nsa te  P a c-We s t

3 TelecomM. Inc. for ISP-bound traffic consistent with this Decision

IT IS  FURTHER ORDERED tha t P lc-We s t Te le comm, Inc.'s  cla ims  of dis crimina tory

5 application and res judicata shall be dismissed

IT IS FURTHER ORDERED that Qwest Corporation's counterclaims of violations of federal

and state  law, violation of Section 2.1.4.6 of the Interconnection Agreement, and improper routing

over Local Interconnection Service trunks shall be dismissed

IT IS FURTHER ORDERED that Staff shall open a generic docket to investigate and make

recommendations to the Commission concerning the use of Virtual N)Q(, including what rates are

applicable on an ongoing basis, whether VNXX results in misassigned local telephone numbers, and

whether VNXX results in misused telephone numbering resources

IT IS FURTHER ORDERED that this Decision shall become effective immediately

BY ORDER OF Tl-IE ARIZONA CORPORATION COMMISSION

£44~9t 44_
Commissioner Mundell voted "Aye
Be was unavailable for signore

16 COMMISSIONER

COMMISSIONER COMMISSIONER

19

20 IN WITNES S  WHEREOF. I. BRIAN C. McNEIL, Exe cutive
Dire ctor of the  Arizona  Corpora tion Commis s ion, ha ve
he re unto s e t my ha nd a nd ca us e d the  officia l s e a l of the
Commission to be affixed at the Capitol, in the City of Phoenix
this Q T " day of ,z.4, 2006

24

cu trlva  DTRECTO R

DIS S ENT

2 7  DIS S E NT
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Page 1, January 7, 2008

Re s p o n s e s  to  S ta ff's  Ad d itio n  to  Exh ib it "A"

AUS F Is s u e s  Lis t - Life lin e  a n d  Lin k-u p

21. S hou ld  a  p rogra m to  improve  pa rtic ipa tion  in  Life line  a nd  Link-Up  be
s upported  by AUSF?

Yes, Qwest is  in support of the  Report and Recommendations  of the  Arizona
Eligible  Te le communica tions  Ca rrie rs  ("ETCs") on Life line  a nd Link-Up Is sue s  ("ETC's
Re port") which wa s  file d on De ce mbe r 21, 2005 in Docke t No. T-00000A-05-0380. In
this  report, the  ETCs s ta ted the ir be lie f tha t "automatic enrollment appears  to be  the
s ingle  most e ffective  means  to accomplish its  objective" to "increase  enrollment of
qua lifie d individua ls  in the  Arizona  Life line  progra m."

On June  21, 2005, the  Arizona  Corpora tion Commiss ion ("Commiss ion") adopted
the  FCC's  e xpa ns ion of Life line  a nd Link-Up e ligibility crite ria  in a n a tte mpt to incre a se
Life line  enrollment in the  s ta te . In January, 2006, Qwest a lso initia ted a  qua rte rly mass
media  advertis ing campaign, which includes radio ads and bus s igns, to further increase
Life line  enrollment in the  s ta te . Although these  e fforts  have  increased the  number of
Qwest cus tomers  enrolled in the  program from 5,531 in June , 2005, to 9,201 in October,
2007, the  number of enrolled households  rema ins  s ignificantly be low the  ETCs '
projection tha t 400,000 households  could be  added to the  program if DES were  to
provide  a utoma tic e nrollme nt for Life line  concurre nt with the ir e nrolling a n individua l in
a  qua lifying progra m.

22. Should the enrollment program recommended by the ETCs be implemented or
is there another more cost effective method for increasing Lifeline and Link-Up
participation?

Automatic enrollment is  the  most cos t e ffective  means  to increase  enrollment in
the  Life line  program because  it is  ta rge ted specifica lly to individua ls  who a re  e ligible  for
the  program and uses  automated processes  to facilita te  the ir enrollment in Life line  a t the
same time  as  they a re  be ing enrolled in one  of the  qua lifying programs.

According to the  December 2005 Indus try Report, DES es tima ted tha t it would
take  an additiona l minute  of a  ca se  worke r's  time  to enroll a  qua lified individua l in the
Life line  progra m. In a ddition to the  initia l progra mming cos ts  of $27,808, DES
projected processing 1,084,332 applica tions per year for an annual cost of $325,300.
While  this  additiona l expense  to the  program may be  high, it is  a  re la tive  ba rga in when
compared to the  e s tima ted $38 million in Fede ra l bene fits  which will be  pa id to Arizona
res idents  enrolled in the  Life line  program through Arizona 's  inves tment in automa tic
enrollment as  proposed in the  ETC's  Report.
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23: Is the funding mechanism for the enrollment program recommended by the
ETCs appropriate, should the cost be borne by the ETCs as a cost of doing business
and being an ETC or is there some other method of funding that would be better?

ETCs should not be  required to fund the  enrollment mechanism as  a  cost of doing
business  because  Life line  and Link-up are  socia l programs, not te lephone  services .
Requiring them to do so would be  like  asking grocery s tores  to pay for the  food s tamps
use d by ne e dy individua ls . Ide a lly, socia l progra ms  like  Life line  a nd Link-up would be
funded through appropria tions of tax revenues made by Congress or the  s ta te  legisla ture .

Qwest supports  the  funding mechanism for the  enrollment program tha t was
recommended by the  Arizona  ETCs in December of 2005. However, Qwest be lieves  tha t
a  be tte r a lte rna tive  would be  to ask the  s ta te  legis la ture  to fund DES a t a  leve l tha t would
be  sufficie nt for it to pe rform the  a ctivitie s  a ssocia te d with Life line  a nd Link-up
adminis tra tion as  part of its  genera l opera ting budget.

24. Are the projections for potential Lifeline and Link-Up customers reasonable or
is there other data that would increase or decrease the cost/benefit estimates
contained in the ETC's Report?

Qwest be lieves  Arizona  DES is  the  appropria te  agency to have  made  projections
for the  number of potentia l Life line  and Link-Up cus tomers  in the  s ta te  and is  supportive
of the ir e s timates .

25. Should the recommendations in the ETC's Report be implemented, how should
the AUSF rules be modified to address the enrollment program and the payments
that would be made to the Department of Economic Security ("DES") for its
participation?

Qwest recommends  adoption of a  new section of rule s  within Article  12 of the
Arizona  Adminis tra tive  Code  to addre ss  AUSF Enrollment and Adminis tra tion. The  new
rule s  should provide  for DES to work with the  ETCs to enroll new pa rticipants  and to
perform ongoing adminis tra tive  ta sks . The  rules  should be  genera l in na ture  in orde r to
a llow flexibility in the  adminis tra tion based on ongoing needs  and circumstances  of DES
and the  ETCs.

As sta ted in our response  to question #23, Qwest believes that the  most
appropria te  me thod of address ing the  adminis tra tive  cos ts  of Life line  and Link-up would
be  through legis la tive  funding of DES ' annua l budge t a t a  leve l sufficient to include  these
activitie s . However, if the  Commiss ion e lects  to adopt the  indus try recommenda tion of



Qwe s t Corpora tion
Docke t No RT-00000H-97-0137
Docke t No. T-00000D-00-0672
Exhibit C
Page 3, January 7, 2008

re imbursing DES for these  costs  through AUSF funds, then Qwest recommends further
modifica tion of Article  12 to a llow for DES  to re que s t Commiss ion a pprova l for
disbursements  from the  AUSF fund for its  projected expenses  for an ensuing fisca l year.
Following S ta ff review and indush'y comment on both the  current request and the  prior
year's  expenses  for DES, the  Commission would e ither approve  or modify the  request
and direct the  Adminis tra tor to make  a  disbursement to DES.

26. Should there be a "cap" on the payments that could be made to DES for its
participation in the enrollment program and, if so, how might such a cap be
determined?

No. Capping the  payments  tha t could be  made  to DES for its  pa rticipa tion in the
enrollment program would be  contra ry to the  Arizona  Corpora tion Commiss ion's  goa l of
increas ing Life line  and Link-Up pa rticipa tion in the  s ta te . Ra the r, a s  s ta ted in the
response  to # 25, DES should be  required to make  a  projection of its  costs  for the  coming
yea r, which, if approved by the  commiss ion, could be  pa id for from AUSF funds .

27. Should there be some form of a "sunset clause" that would end the enrollment
program and, if so, what would be appropriate criteria for ending the program?

No. Continuing DES 's  role  in a utoma tic e nrollme nt is  the  mos t cos t-e ffe ctive
way to ensure  tha t the  maximum number of Arizona  re s idents  like ly to qua lify for the
Life line  and Link-Up programs  a re  be ing enrolled in them.

28. To what extend do other states promote enrollment in Lifeline and Link-Up as
recommended in the ETC's Report and to what extend have such state efforts been
effective, both from an enrollment and cost perspective?

Enrollment in the  Life line  program diffe rs  s ignificantly among the  14 s ta te s
which Qwest se rves . Currently, ll of our 14 s ta te s  have  an agency othe r than the  ETCs
involve d in e ithe r ce rtifying individua ls  for the  Life line  progra m, notifying individua ls
tha t they a re  e ligible  for Life line  based on the ir qua lifica tion in a  re la ted program, or in
providing automa tic enrollment s imila r to wha t was  described in the  ETC's  Report.
While  Qwest cannot comment on how cost e ffective  these  programs are  for each s ta te  to
adminis te r, it does  be lieve  tha t the  number of qua lified individua ls  pa rticipa ting in the
Life line  and Link-Up programs is  s ignificantly higher in those  s ta te s  where  some  agency
other than the  ETC is  involved in the  enrollment process .
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29. To what extent have communication services from non-ETCs, such as prepaid
wireless offerings as one example, become the service of choice for eligible Lifeline
customers who otherwise may have subscribed to an ETC's Lifeline service?

Response : Qwest does  not have  any information about the  potentia l for users  to
pre fe r prepa id wire le ss  offe rings  ove r Life line  se rvice .


